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Some things just Look 



better printed t)ICJ« 

What's the best way to get an idea in front of someone? Make it 
big. Which is why the 11x17 option of the new HP DeskJet 1000C 
Professional Series printer is so useful. It prints photo-quality 
color in a range of sizes, including mini-posters up to 4 W feet, 
banners up to 18 Feet, as well as booklets for presentations and 
brochures. Whether you 1 re printing postcards or posters, why not 
get a printer that lets you express yourself the way you want? 



The HP DeskJet tOOOC $499: 

' (jJtmatfd US- m*tt pntt. 




Visit us at wwwMpxom/qo/djlOQQ 



EWLETT' 
PACKARD 



Why not get a printer that's 

as creative as 

your business? 



The only thing more satisfying than coming up with 
a new idea is showing it to other people. Introducing 
the HP DeskJet 1O0OC Professional Series printer. 
It produces photo-quality color booklets with pages 
that automatically appear in order when folded and 
stapled. It also prints in a range of sizes — 11x17 pages, 
banners up to 18 Feet and mini-posters up to 4 1/2 feet, 
Original ideas now have an original way to print. 



The HP DeskJet tOOOC $499: 




Visit us at www. hp, com/go/djIOOO 



Nut it iifs lousiness S(.'])i.<rml)L*r ] ! K tT 



NationsBusiness 



i Published by 
U.S. Chamber of Commerce 
Washington, D.C. 




Potato-chip maker Willntnt "H>nhi<{"< Jr. is hiking poil in X< tr Htnnpshiivs pilot pro- 
ymmqfelfrtricittfdrnyitl(tti<t,L n'hich is sprrfuliutj initifncrafr ( )nvr Stonf. Pmjv 18. 



COVER STORY 



18 The Big Switch 

Some small-business owners are beginning 
to see the impact of electricity deregulation, 
and others would be well-advised to become 
familiar with what's at stake. 

Covering The "Stranded" Cants 
Jl — Ct^iottj Tips For Sntr.itt Finns 

22— The Stalest Take The Lead 



REGULATION 



28 A Rule Mandating 
Safety And Health? 

Critics of a proposed OSHA standard on 
safety-and-health programs say it would 
hurt businesses more than it would help. 



Printing-firm owner Kothn-invCvkb r, Risk 
hi mi OSHA proposal Regufatmu Page 28. 



FINANCE 



30 Small Business 
Financial Adviser 

The home-office tax deduction; resumes* 
important points of reference; travel in- 
surance for personal items; the pluses 
and minuses of U.S. Savings Bunds. 

37 Funds In Search Of Work 

Finding Capital: Private investment groups 
may be the answer for established, prof- 
itable firms that seek expansion capital. 

.18— Putting Together A Deal 



INSURANCE 


SPECIAL REPORT ON TECHNOLOGY 


40 Risks Of Workers 4 Comp 

Insurers' misclassirkation of workers can 
inflate a company's premiums, so owners 
should pay close attention to the details. 


61 Making A Move 
To Portability 

To serve mobile entrepreneurs, manufac- 
turers are producing innovative, powerful, 
and attractively priced tools for computing. 
' organizing, and communicating. 


MARKETING 


46 A Direct Route To Customers 

Many firms now r choose to distribute their 
products through representatives who sell 
one-on-one or through home parties. 


FAMILY BUSINESS 


70 Retiring With Class 

The best way to go; facing up to a loved 
ones compulsive behavior, a case study 
1 on fisurnesa to heirs. 


52 Targeting With Direct Mail 

These tips can help your company reach 
out to prospective customers. 


TRAVEL 


73 Quiet Havens At The Airport 

Airline clubs offer a place apart from the 
madding crowd— but not far from the gate. 


ECONOMIC DEVELOPMENT 


53 Closed Bases, Open Doors 

Scores of closed military installations na- 
tionwide are offering business people af- 
fordable room to grow their enterprises. 

U—Ifasf-Ar<tif(thilitij Information 


POLL RESULTS 


68 Changes For Growth 

Key federal policies must 1m 1 reformed to 
promote economic growth, said most re- 
spondents to the July Where I Stand. 


MANAGING 


57 Building A Company Culture 

A set of management values can bring out 
the best in your employees— and maybe 
even save your firms life. 

.yj—Stwiy Skds Lnjht ( ht A Missont Link 


WHERE 1 STAND 


69 On Highway Funds 

Express your views on issues centered on 
federal mot or- vehicle fuel taxes and other 
user fees earmarked for highway and 
bridge construction and repair. 



Nation's Business September 1997 



5 



Editor's Note 




Pool-management- -tttn^mtmrdt m Kifrw- 
ski ptttx mfvhj fntt. MakhttjlL /Vu/f ,\7. 



DEPARTMENTS 



6 letters 

8 Entrepreneur s Notebook 
10 Dateline; Washington 
14 Managing Your Small Business 
75 Making It 

82 Free-Spirited Enterprise 

83 Classified Ads 
86 Direct Line 
88 Editorial 



Cover Design Scort Nettzke 
Cover Photo ^Richard Howard 




nn lUttrt SWm tnt powugnii 
fw-ttdi tuu« 4t Wuftratan DC. 



Tu irquirr ahoul fwi 



fCCCl. ihtaSXSi Oft* Dam Itoii Pica. phflttW^Jffl 



Out VipfftU pWflKl 

Printed In Ihe U.S.A. 



ices, Choices 




When I first heard about electricity 
deregulation, I thought, "Oh. no, one 
more simple aspect of my life will be- 
come more complex." Now, I have one 
electric utility, one bill, no choices, no 
decisions. The more options available 
when the market becomes competitive, 
the more time that may have to be 
spent choosing. 

The thought reminded me of a recent 
experience in buying fishing equipment 
for my son to take to Boy Scout camp. 
This shopping trip should be quick, I reasoned before seeing the wide 
selection of rods and reels at a sporting-goods store. Tkken aback, 1 
decided Vd start with the simple items — hooks, floats, sinkers— only 
to be enlightened again about the multitude of choices. 

Ultimately I returned home a happy customer, 1 got what I needed 
at a lower cost than anticipated even though the 30 minutes I ex- 
pected to spend turned into an hour. 

Economics 101 teaches us that competition affects price. But will 
small companies benefit from that axiom, as I did with the fishing 

gear, w hen they buy electricity in a com- 
petitive market? 

See our cover story 4 The Big Switch," 
written by Senior Editor Jim Worsham 
and beginning on Page 18, for a preview of 
w hat's to come for small firms as deregu- 
lation takes hold. 
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Don't overlook the cost-related article 
by Senior Associate Editor Steve 
Blakely on workers' comp. It tells how 
machine-shop owner George Bartusek 
Sr., left, recouped $75,000 in workers' 
comp premiums by convincing his insurer that his employees had 
been misclassified. For business owners who don't keep close tabs 
on the details of workers' comp, however, classification mistakes 
can be extremely costly. See this revealing story on Page 40. 



Mary Y. McElveen 
Editor 
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Taxes Lie In Ambush 
For Retirement Funds 

Your July cover story, "Pension 
Power,* was practical and timely. 
But it failed to cover one of the biggest 
risks inherent in qualified retirement 
plan,-. 

Simply put, many of the accounts in re- 
tirement plana won't be nearly what was 
expected, 

1 have worked with these plans since 
their inception in the late 1950s, and they 
have performed wonderfully for most en- 
trepreneurs. But tax laws have changed 
over the years, and taxes on some retire- 
ment funds are the highest in the coun- 
try — a muttilayered combination of estate, 
excise, and income taxes. 

The awful truth is that when small-busi- 
ness owners die, their heirs may get as lit- 
tle as 25 percent of the original nest egg. 
Already burdened with 
the trials of handing 
over their businesses 
to their children, 
small-business own- 
ers must also face the 
problem of transfer- 
ring taxes to them. 

The good news is 
that there are so- 
lutions: charitable 
trusts, life insurance, 
and trusts for heirs, 
for example, I have 
seen these exit strate- 
gies help high-bracket 
taxpayers pass their 
retirement funds al- 
most tax-free to their 
children and grandchil- 
dren. 

There are two 
terns of taxation in this country — one for 
the informed, another for the uninformed. 
People should took into ways to protect 
their nest eggs from estate taxes. Doing 
nothing simply leaves everything up to the 
government. Becoming one of the informed 
can help fulfill the fundamental human 
urge to leave something behind for future 
generations, 
Rilly P Mixon 
( 'bartered Life I 'mh neriter 
Atlanta 

Dual Contributions 

Your cover story on retirement 
plans brought a question to mind: 
Can a full-time employee who is covered by 



and contributes to his employers qualified 
retirement plan (a 401k, for example) also 
make tax-deferred contributions to a 
Keogh or SEP-IRA through a separate, 
self-employed business owned by the em- 
ployee? 
//. Scott Ellis 
Mountain Lakes, \\J. 

[Editor's Note: The mmver is yes, ac- 
eoniiny to a spokesman for the Internal 
Remote Serriee. If an employee tcho is 
also a si (/-( at ployed business turner coto 
tributes to a £01 (ki plan offered by ins or 
her fufi-time employer, the individual 
also ran set aside tas-deferml money in 
a sqxtrate deft ued-eontrihnl ion retire- 
mad plan thnmyh the setf-emphyed 
business. 

He aware, hoar ret: thai tia> amount 
that ran be eontnliuted to the sejioeute 
n tireua td plan ted! fx detenu ined by 
the amount earned 
from the self 'em- 
ployed bust m ssj 
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More Help 
On Personnel 

"A Helping 
Hand On 
Personnel* fAugustJ 
and "Seeking Help On 
Human Resources" 
I Direct Line, August I 
gave some great ad- 
vice on how compa- 
nies can meet the 
challenges of manag- 
ing a growing work 
force. There are a 
number of highly 
trained and well- 
versed consultants who can 
help business owners navigate the myriad 
of personnel issues, including benefit plans 
;jiifi employment laws. 

However, one solution the articles didn't 
mention offers more than advice: It is a 
husim*s> service that, primarily involves 
assuming the legal and administrative re- 
sponsibilities of an employer for payroll, 
hem 'fits, and other human-resource f unc- 
tions on behalf of all or most of another 
firms work force. 

Unlike temporary-help services, profes- 
smnal employer organizations iPEOsi, 
which previously were know n a* employee- 
leasing companies, an- not. "labor suppliers" 
in the sense that they do not recruit, screen, 
and train workers or assume legal respon- 
sibility for t he work jx-rformed. 
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PEO arrangements appeal primarily to 
small and midsize employers that find it 
cost-effective to contract out their human- 
resource functions rather than hire an in- 
hoiKsc stall" 

PEOs and their clients generally enter 
into written agreements in which the allo- 
cation of employer responsibilities be- 
tween the PEO and the client is explicitly 
stated, 

Bruce Steinberg 
Director of Reseaixh and 

Public Relation* 
Xatir/aal Association of Tent po rat 7/ 

and- Staffing Services 
Alexandria. \ ((. 



Obsolete Phone Data Does 
A Number On A Business 

"Dialing Up Savings On The 
Internet" [August] really hit home 
with me. 

The article was correct in stating that 
some of the long-distance providers are 
knowingly providing incorrect directory in- 
formation. I recently discovered that a 
major long-distance provider was giving 
out an obsolete phone number and address 
for my business to all inquiries from out- 
side Connecticut. 

The number being given out was an un- 
used one that responded to callers with, 
This number is no longer in service*" 
Numerous customers thought that we 
Were out of business. 

This went on for about three months 
before the problem was discovered. The 
amazing thing was that upon my notify- 
ing the long-distance provider and re- 
miesting thai it correct the problem, the 
company was not at all in a hurry to do 
so, and it was only after many phone 
calls over a 10-day period that I was fi- 
nally successful. Even a letter to the 
president of the compam remains unan- 
swered. 

The upshot of the entire episode is 
that the long-distance provider contin- 
ues to knowingly supply incorrect data, 
but it does not seem to care as long Bfl H 
captures all the information-inquiry 
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revenue that used to flow to the local 

carriers. 

Gene Farber 

l\i\r ManceaH Country Fn nrh 
Antiques 
Westjxjrt Conn, 



Correcting The Record 
On Program s Sponsors 

pr— 7*1 Thank you for your coverage of the 
L^J Helzberg Entrepreneurial Mentoring 
Program in "Taking Care Of Local 
Business" [July]. 
I would like to set the record straight. 



however, regaining the Covey Leadership 
Program, in which chosen entrepreneurs 
attended a two-day session with self-help 
motivator Stephen Covey. The program 
was >p(insr>red by Martha and Juhn 
Humph n ■ v s < >l K, 1 nsas ( 'iiy, \h >, . w h 1 > a uric 
forward proactively to suggest the pn> 
gram and volunteered full sponsorship. 

This was one in a continuous series of 
miracles that seemed to fire the Helzberg 
Entrepreneurial Mentoring Program. 
Harnett Helzberg Jr 
/V< snie at 

Shirley & Harnett Helzberg Foundation 
Kansas City, Ma 
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Save 36%. 




And an hour a day. 



How you can save 36%: 



Day-Timer full-year set , . $21.95 value 

Leather binder $29.55 value 

Personalization S3. 95 value 

Diplomat Pen $7,50 value 

Total Value $62.95 

You pay only . . . . . , $39.95 

You save . . , $23.00 



While you're saving money, you'll also save 
time. Up to a full hour every day. Because 
you'll have a planning tool for organizing 
every minute of your day — making your life 
simpler See for yourself. Reply today to 
receive a Day-Timer* personal organizer free 
for 90 days. Then decide, tf you're not 100% 
satisfied, return your personal organizer and 
owe nothing. Or keep it and save $23,00. 

Call this minute. 1-800-225-5005 



Take 90 days to try a Day-Timer personal organizer free- 
And we'll give you a free Diplomat pen. 



D Y&Sj send me a Day Timer personal organizer today. (AAZ-7300X) 



Qty - 



. State . 



.Zip. 



Phone i { 

Pick a binder cotor □ Back [4] □ Brown {Si □ Burgundy (6) 

Free personahzation— iust give us your murals 

Start date: □ 10/97 □ t/98 

Send no money. Just mail this coupon to: 

Day-Timers, Inc . PO Box 27005 Lehigh Valley. PA 16002-7005 




For fastest service, 

call 1-800 225-5005. 
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■ n New Orleans, if somebody tells you 
I *Tm going to give you some lagniappe," 
I take them up on the offer. 
I A colloquialism for "something 
extra,* lagniappe is a concept thai has 
been central to my compan/s customer 
relations since the first Smoothie Kin£ 
Franchise Inc. nutrition store opened in 
1973. 

Our frequent-buyer program, started 
as a promotion to get people to try our nu- 
tritionally enriched fruit shakes known 
as Smoothies, not only succeeded in intro- 
ducing the product but also created 
strong customer excitement and loyalty 
for it And by giving something extra, we 
encourage our frequent customers to in- 
troduce us to new customers — their 
friends. 

In our first store, we started a program 
in which customers who bought nine 
drinks got the 10th one free. The program 
is now used by our five company-owned 
stores in addition to 115 franchise loca- 
tions. 

By using a frequent-buyer card, our 
customers in effect receive a discount of 
about 10 percent on each drink they pur- 
chase. The cost to us for each freebie is 
nominal, however — no more than 5 per- 
cent of the retail price of a drink. 

Several elements are key to effective fre- 
quent-buyer programs: 

Be a standout. Using brightly colored 
stock for a frequent -buyer rard makes it 
more visible in a wallet, adding to the like- 
lihood that a customer will spot it and 
want to use it 

Also, leave enough room on the card for 
promotional information on any other 
products your company offers 

Remind your customers. Ask people 
for their card, offer them one if they don t 
have one. or. if they don t have their card 



King Franchise Inc. in Ketone*; La He pre- 
pared this account with Contributing 
Editor SttxftH Hiddit J/itU. AVonV/v inti, 
tHsnjhts. an sturfnttj or nt fitting a bust 

next are btrit* >t l *> -<»ttribitte to thix rW 
Mpt Write fa" Entrepmrntr's Notebook 
Nations Business, ffttf // SM&t, tfffl, 
Washington, f)( !*m*-J.m 




Nutritional fruit shakes r f- 

proved to lie the right blend for Stephen Kuh 
Stuoittlut K<ntj Fmnehist Inc. 



with them, give them a new one that c;in 
be redeemed in combination with the old 
raid 

Only rarely will someone not take a 
card, and even if a card is never redeemed 
it is a portable advertisement for your 
business. 

Be specific You want to instill loyalty 
and positive customer relations, so make 
sure there's no misunderstanding about 
what the program offers. 

State clearly on the rard what mdividu 
als will get in return for their purchases, 
then live up to your obligations. 

Promote good value. Don't lei the 
giveaway devalue your product. A buy-five* 
get-three-free offer sends the wrong mes- 
sage Rather than surest <i K"*k1 deal, 
it hints that you either have a big markup 
or your product is of so little value that you 
can afford to give it away. 

The right ratio of customer cost to the 
cost of what's being given away promotes 
fn>th the value uf your product and the i on- 
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sumer s perception of that 
value. 

Make the offer open- 
ended. Frequent-buyer pro- 
grams that expire promote 
skepticism, not loyalty 
People want to know that 
their loyalty is well-placed 
and that you stand by your 
commitments. Honor your 
offer regaixlless of when a 
card is redeemed, even if it s 
years after the card was is- 
sued. 

Don't punch holes in 
your efforts. Rather than 
use a hole puncher to mark 
purchases on a card, we use a 
stamp that tells the day and 
the time that a purchase was 
made, Regularly reviewing 
redeemed cards gives us a 
good survey of how frequently 
our customers come in and 
what kinds of drinks they 
buy This is valuable informa- 
tion that we would have to 
discover through other means 
if we simply punched cards and threw 
away the redeemed cards. 

['or many businesses, a ma|ur <:nai is in 
bring in frequent buyers. And by reward- 
ing people for doing business with you, you 
create an incentive for them to become 
your best customers. * 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

PUT I LEAflNED 

Offering a perk to 
people who use a 
frequent-buyer eard 
creates customer 
excitement and loyalty. 



Ask over 1 million small business 
owners how they get big discounts. 
Odds are, you'll get one answer 




THE AMERICAN EXP RESS* CORPORATE CARD FOR SMALL BISINESS , 



kinko's 



Mobil 



ups 
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SAVE 10% AUTOMATICALIX right at the register, on Kinko's products 
and services when you use the Corporate Card. You'll find all the 
latest office techndogjes at more than 800 Kinko's locations nationwide* 

SAVE AN AUTOMATIC 3% on Mobil gasoline every time you use the 
Corporate Card for Small Business at participating stations." 

SAVE 10% on UPS guaranteed overnight delivery by 10:30 AM within 
the U.S. and 20% on guaranteed international express delivery from 
the U.S. and Puerto Rico to ewer 200 countries" 

SAVE UP T0 15% off Hertz car rentals and enjoy fee-waived membership 
for one year in Herti 1 1 Club GokJV 

SAVE BETWEEN 10% AND 25% at over 200 participating U.S. Hilton 
hotels Plus, enroll free of charge m Hilton Executive HHonors'to 
earn free travel faster* 



WITH THE CORPORATE CARD FROM 

American Express, you can save 
substantially on some of your most 
common bustness expenses. 
Because every time you use the 
Corporate Card with one of our 
partners, you enjoy Ihe savings 
through our Privileged Rates 
program. And that helps you stay 
on top of your bottom line. The 
Corporate Card - it not only helps you 
do more, it helps you save more. 
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Dateline: Washington 



Business news in brief front the nation's capital 



TAXES 



Budget Agreement Contains 
Mostly Good Tax News 

Several tax changes of potential benefit to 
small businesses are contained in the 
newly enacted five-year agreement to bal- 
ance the federal budget. 

Among the highlights of the plan is a cut 
in the maximum tax rate on capital gaias 
for individuals to 20 percent from the cur- 
rent 28 percent: in 2001, the rate is to drop 
again, to 18 percent for assets held at least 
five years. A proposal to reduce the corpo- 
rate capital-gains-tax rate was eliminated 
from the legislation. 

In a step to reduce estate taxes, the agree- 
ment provides for increasing incrementally 
over 10 years — to $1 million from the cur- 
rem SfMUHKi— the amount of assets ex- 
empted from taxation. 

Some small-business owners will get a 
more immediate boost from a related pro- 
vision that grants an additional exemption 
for closely held businesses and farms, be- 
ginning in 1998. designed to bring their 
total exclusion to $1.3 million right away. 
But that additional exemption will de- 
crease each year as the basic exclusion in- 
creases, so that the combined total in ex- 
clusions for closely held firms will never 
exceed $1,3 million. 

The agreement also: 

■ Renews the tax exclusion for employ- 
er-provided educational assistance— for 
undergraduate courses only— and extends 
it through May 31 1 2000. The exclusion is 
retroactive to Jan. 1. 

■ Increases the tax deduction for health- 
insurance costs of the self-employed. The 
deduction had been scheduled to rise grad- 
ually from the current 40 percent to 80 per- 
cent by 2006. The tax package accelerates 
the phase-in and increases the deduction to 
100 percent by 2007. 

■ Expands eligibility for a tax deduction 
for a home office. 

On the negative side for businesses, a pro- 
posal that would have made it easier for 
business owners to determine if a worker 
could be classified as an independent con- 
tractor was jettisoned during last-minute 
bargaining. 

More details on the impact of the tax 
changes on small businesses will appear in 
the October issue of Nation s Business. 

— Joan Prvde 




GOVERNMENT 




The Rising Cost Of Government 
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II will cost each man. w 

year to cover the more than $3.5 trillion In spending by federal, 
the compliance costs for all government regulations, according to Americans For Tax Relorm. a 
70.000-member organization in Washington. D C-, concerned with U.S. tax and badge! policy. The 
average job-bolder had to work unlit July 3 to pay his or her share ol the cost ot government. 



IRS Raises Threshold 
For Electronic Payment 

If you're among the business owners with 
less than $50,000 in annual federal employ- 
ment-tax deposits who were supposed to 
begin participating in the Electronic 
Federal Tax Payment System in 1999, 
worry no more: The Internal Revenue 
Service has taken you off the hook. 

The agency announced July 11 that it is 
scrapping a rule under which businesses 
with employment~tax deposits of $20,000 to 
$50,000 in 1997 would have been required 
to use electronic means to deposit those 
levies and withheld income taxes in 1999. 

The requirement was not changed, how- 
ever, for firms above the $50,000 thresh- 



old. Such firms were to be using electronic 
means for payroll-tax deposits by July 1, 
but they had been granted a moratorium 
by the IRS on noncompliance penalties 
through Dec. 31. A provision in the tax 
package enacted in August extends that 
moratorium through June 30, 1998. 

Although companies that have less than 
$50,000 in tax deposits and that expect to 
stay there can forget about the electronic- 
payment system, growing companies must 
stay alert. The regulations require firms 
that exceeded $50,000 in tax deposits dur- 
ing 19% to start depositing elect ronicalK 
m 1998. [fa company passes the $50,000 
ihivshold in 1997, it must start making 
electronic deposits in 1999. 

—Joan Pryde 



QUALCOAAAA 




HOW HARD IS IT TO STEAL A NUMBER 
FROM OUR PHONE? BUTCH HERE WILL j 



GLADLY DEMONSTRATE, Some dogs' barks are 
worse than their bites. That's not true of good old Butch. Which 
1s why we suggest it's smarter and safer to experience QUALCOMM's 
CDMA digital phones firsthand. You'll be Impressed at how our digital 
encoding makes cloning and eavesdropping nearly impossible. And it's just 

as good at providing dearer voice quality and no cross-talk. This Is all 

due to an amazing digital technology we developed called COMA. Your chances 
of finding anything like it are about the same as mistaking Butch for a French „ ntMHH 
poodle. For a closer look, contact us at *ww.qual comm.com/cdma or 1-800- 349-4188. 
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ENVIRONMENT 



Clean-Air Rules 
Encounter Turbulence 

Just two days after adopting stringent new 
air-quality standards, thn Environmental 
Protection Agency encountered a gale of 
business opposition. 

On July IS, four small businesses were 
joined by the U.3. Chamber of Commerce 
and the American Trucking Associations in 
suing the agency. The plaintiffs say the 
EPA violated the Small Business 
Regulatory Enforcement Act 
when it issued the new clean- 
air rules, The small-business 
law, enacted by Congress just 
last year, requires federal 
agencies to consider the im- 
pact of proposed rules on small 
firms. 

People who believe that the 
clean-air regulations will not 
hurt small companies or will 
strengthen the economy "have 
been inhaling something 
stronger than ozone," says 
Robin Conrad, vice president 
of the National Chamber 
Litigation Center, the 
Chambers legal affiliate. 

The EPA estimates that com- 
pliance with the new rules for 
controlling ozone temog) and 
particulate matter < soot J will 
cost $9.7 billion a year when 
the rules are fully imple- 
mented by 2010, while the sav- 
ings attributable to health ben- 
efits of cleaner air will be worth 
$19.4 billion to $106.1 billion a 
year. The president s Council of 
Economic Advisers says a more 
realistic estimate is $11.6 bil- 
lion to S60 billion a year in 

compliance costs just for the 
ozone standard, with annual health bene- 
fits of less than Si billion. 

Business groups maintain that the 
EPAs cost-benefit estimates are even 
weaker than the science used to support 
the new rules. 

The EPAs authority to issue the regu- 
lations stems from the Clean Air Act, 
which directs the agency to review air- 
quality standards every five years, con- 
sidering only public health— not compli- 
ance costs. 

Additional legal attacks on the EPAs air- 
quality rules are expected to come from 
other quarters, including health and envi- 
ronmental groups that want even stricter 
rules. 

Business^ legal challenge to the clean-air 
rules, filed in the U.S. Court of Appeals for 
the District of Columbia Circuit, is not ex- 
pected to be considered until early next 
year. Meanwhile, congressional opponents 
of the new regulations are trying to build a 



veto-proof bipartisan coalition to postpone 
implementation of any new air-quality reg- 
ulations until additional scientific research 
is conducted. 

In the House, attention is focusing on 
H.R. 1984, a bill that would place a four- 
year moratorium on new air-quality stan- 
dards while providing $75 million a year 
to install more air monitors around the 
country- and finance additional research. A 
similar measure is being drafted in the 
Senate. 



will prevent 15,000 premature deaths an- 
nually, as well as 350,000 asthma attacks 
and 1 million cases of serious lung prolh 
lems in children. 

The standards will create a new regula- 
tory category* for the microscopic particles 
created by car and truck emissions. Local 
governments and businesses are worried 
about economic and development restric- 
tions that might result if they are desig- 
nated as air-quality "nonattainmenf 
areas under t fie new rules. 



A vote to kill the regulations outright is 
considered unlikely because of the political 
risk to lawmakers of being seen as anti-en- 
vironment. 

The EPA says the air-quality regula- 
tions are designed to protect those most 
susceptible to the effects of smog and 
soot— the very old, the very young, and 
the ill. The new rules, the agency says, 



PAYROLL COSTS 



Minimum Wage Increases 
To $5.15 On Sept. 1 

Rusinesses that employ workers at the 
federal minimum-wage rate of $4.75 an 
hour must give those workers a raise to 
$5.15 an hour on Sept. 1. 

The increase is the second and final 
stage of the 90-cent boost enacted in 
August 1996. The first step of the in- 
crease—to $4.75 from $4.25— took effect 
Oct. U 1996, 




A legal Challenge htj bi*si t te*x ihtt ersts faUwecd the ammnnveimnt ofttetrair-tittalitii rales by Carol 
Brimmer, ttdnthtixtwtornffln Kttrintnntritfni Pivtecdfw Atjvue^ and Vice President Al Goiv, 



The new standards will not require new 
pollution controls for ozone, until 2004 or 
for soot until 2005, Regions could not be 
cited for noncompliance for three years 
after those* dates. The EPAs final regula- 
tions slightly softened parts of the ozone 
and soot standards from the draft pro- 
posal issued in November. 

—Stephen Blakely 



Meanwhile, Sen, Edward M. Kennedy. I ► 
Mass., suggested recently that he might in- 
tnxluce legislation to increase the mini- 
mum wage again in stages to $7.25 an hour 
by 2002. Business organizations haw gen- 
erally opposed increases in the minimum 
wage They cite numerous studies, notably 
one conducted in 1993 by a ivsearehiT at 
Carnegie Mellon University, that conclude 
that mini mum -wage increases result in re- 
duced potential for job creation. 

—David Warner 
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THERE'S THE OLD WAY, AND 
THERE'S THE BETTER WAY. 



THE NEW 1997 CHEVY VAN GIVES YOU THE WIDEST REAR 
OPENING AND THE LARGEST CARGO CAPACITY TO WORK WITH 
IN ITS CLASS. The Chevy Van lets you back right up against 
the loading dock with the rear doors open a full 165 degrees, 
You can even load standard pallets right into the back. There 
are no pins or clips to remove to open the rear doors fully. Plus 
vertical panels protect rear door hinges from the elements. 

For easy loading and unloading from the side. Chevy Van 
has 60/40 split doors that open a full 142 degrees. The wide 
opening is 46.7 in. by 48.8 in. high. And if you prefer a sliding 
side door that opens and closes on roller bearings in a 



center track. Chevy Van offers it as an option at no 
extra cost. What's more, it never needs lubricating. 

Being able to manuever stuff in and out easily is 
even more important when you can carry more. The 
Chevy Van Extended model has the largest cargo 
capacity in its class. 316.8 cu. ft. That's 7.4 cu. ft. 
more than the roomiest Econoline and 12.3 CU. ft. 
more than Dodge. So load em up and move em out. 

FDR MORE INFO CALL 
TOLL FREE 1-888 WORK VAN. 



THE NEW '97 
CHEVY VAN 

LIKE A ROCK 
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Managing Your Small Business 



The rewards of talk ing openly; fostering ethics in 
employees; taking the leap into incorporation. 



By Roberta Mayan ri 



COMMUNICATION 



Sharing The Wealth— 
Of Information 

The value of good employer-employee com- 
munication is more than mere theory to 
Michele C. Wong, president of Synergex, a 
software company in Gold River, Calif' Ten 
years ago, managers kept workers in the 
dark about the company's deep financial 
troubles. When layoffs forced the issue into 
the open, the remaining employees sug- 
gested problem-solving meetings in which 
anyone could ask questions of any kind. 

The result of talking openly; says Wong- 
then executive vice president— was that 
morale rallied, and the following year, 1988, 
was one of the company s best financially. 

Information sharing has since become a 
way of life at Synergex, which has 100 em- 
ployees. In fact, last year the Enterprise 
Group of Arthur Andersen, the Chicago- 
based accounting firm, gave Synergex an 
award for best business practices in the 
category of sharing knowledge. 

Information sharing reduces duplication 
of effort and fosters teamwork. It also 
boosts morale, which is critical to retaining 
skilled professionals, says Wong. At 
Synergex, information sharing is consid- 
ered every employee's responsibility. 

These are among the ways the company 
fosters it: 

■ At biweekly open forums, employees 
are encouraged to inform, thank, and ques- 
tion one another. 

■ A biweekly newsletter published on 
the firm's internal computer network cov- 
ers news of the company's people, prod- 
ucts, and meetings and carries recre- 
ational announcements and classified ads. 

■ Biweekly team meetings allow mem- 
bers to discuss individual and team goals 
and the status of previous actions. 

■ Frequent iearning-at-lunch programs 
help employees learn what workers in 
other departments do. 

■ Informal, noontime skill-sharing ses- 
sions are held on topics ranging from pre- 
sentations to bicycle tuneups, 

■ Monthly financial statements are pro- 
vided to all employees by the chief finan- 
cial tifficer. 

■ A shared computer database allows 
workers to post technical questions and 
answers and to log communications with 
suppliers and customers. 




Open communication ImxA morale at softtvare vounxnuj Syttny*. mhjs the firm * 
president* Michele C. Wong, right, talking imth employees, firm left, Cindy Corrigutr, 
Marty Henderson, and Jerry Fink. 



The most significant benefit of keeping 
workers in touch may be superior customer 
service. The company's management is 
convinced that when employees — especially 
the sales and product-support staffs — are 
kept up-to-date on Synergex's overall direc- 
tion and product news, they can be more ar- 



EXPENSES 



How To Cut Office Equipment s 
Operating Costs: Turn It Off 

If your firm depends heavily on office 
equipment, you probably have the electric- 
ity hills to prove it. Though lighting ac- 
counts for the largest use of electricity in 
commercial buildings, office equipment 
may soon eclipse it according to the U.S. 
Department of Energy (TOE), 

The amount of electricity used for office 
machinery— including computers, moni- 
tors, printers, fax machines, and copiers — 
is growing faster than any other category" 
in the commercial-buildings sector. It is ex- 
pected to grow by up to 500 percent in the 
next decade, according to the DOE. 

The agency says the cost of operating of- 
fice equipment can be reduced dramatically 



ticulate and forthcoming with customers,'' 
says Wong. "Having quick access to accu- 
rate information enables them to satisfy 
customers a higher percentage of the time. 
And in the competitive software industry, 
where time is often the most critical factor, 
that's no small thing." ■ 



with a single step: Turn it off when its not 
in use; leaving equipment on wastes consid- 
erable energy. Thirty to AO percent of com- 
puters and printers are left on at night, and 
computers and printers are idle as much as 
90 percent of the workday. 

If it is inconvenient for employees to 
shut off machines throughout the day at 
least turn the equipment off at night or 
when users are out of the office, the DOE 
advises. New machines are designed so 
t hat they can be turned on and off' repeat- 
edly without damage. 

Tb leam more about cutting the costs of 
lighting, machinery, and heating systems, 
call the DOE's Energy Efficiency and 
Renewable Energy Clearinghouse at 1-800- 
363-3732 or visit its World Wide Web site, 
nwwxmuhxjjttv. ■ 
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/> Print like 
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Why choose between advanced technology and affordability? Not just "laser quality." the new Mita 
DP-560 offers true 600 DPI B/W laser printing. It prints from any Windows* 3,1 or Windows 95 

application at up to 6 PPM and has a full 1 MB of memory, Best of alL the compact DP-560 is priced 
below $300/ so now even the smallest of small businesses can afford to look like the big guys, 

www mita com 

* Expeciod idling pnct 1 1997 Mita Capystar Am«r*ca, Ine WindowT »i • f«giitera<J rrademar* of MicrowH Corporation As an ENERGY STAR Partner, 
Mm Capysur America, Inc hut dawmmad that this produci mami the ENERGY STAR guidelines for energy efficiency 
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ETHICS 



Leading By Example May Help 
Promote Worker Honesty 

Getting employees to act in a fair and eth- 
ical way .shouldn't be as hard as pulling 
teeth, says Dr. Jim 
Cuglewski, a dentist 
who is president of his 
13-year-old practice. 
Cuglewski, Timko & 
Associates in Parma, 
Ohio. 

Workplace ethics, he 
believes, boils down to 
encouraging workers to 
do what's right. And in a 
business related to peo- 
ples health. Cuglewski 
says, doing the right 
thing is a basic element 
of providing quality 
care. 

Cuglewski, a positive 
thinker who sings while 
he tends to patients, be- 
lieves that setting an 
example every day is 
the best way for an 
owner to show employ- 
ees how to treat cus- 
tomers, suppliers, one 
another, and, by exten- 
sion, the company. 

"I Ve got to be the leader and create 
the atmosphere," says Cuglewski, whose 
practice has 15 employees. "I don't have 
to tell employees to be honest and fair — 
maybe because we work so closely in 



BUSINESS STRUCTURE 



Are You Ready 
To Incorporate? 

When deciding whether to incorporate 
under either Subchapter C or Sub- 
chapter S of the Internal Revenue Code, 
a small company should consider the 
;ts of incorporating and maintaining 
rate status as well as the incorpora- 
tion process itself. 

Incorporation involves filing docu- 
ments and paying a one-time fee, which 
ranges from $74 in Delaware to $900 in 
California, as well as an annual tax that 
also varies by state, says Caroline 
Quigley, executive vice president of Inc. 
Flan <USA), an incorporating service in 
Wilmington, Del. 

Filings can take from a few minutes by 
phone to several weeks, depending on the 
state and on who is handling the process. 
In Illinois, for example, filings can take 
six weeks because they must be reviewed 
by the secretary of state and county offi- 
cials. 

Quigley says the incorporation process 
can be handled by attorneys, by an incor- 
porating service, or, for the lowest cost, 



this business— it s reflected in conversa- 
tions they hear between me and pa- 
tients. 

"When employees see me acknowledge 
a mistake or make a correction at no 




attitudes .is stronglj connected to ethical 
behavior. 

u At one time I used to hire people with 
dental talents/ he says. "About five 
years ago, I started hiring people who 
knew right from 
wrong.* He has de- 
veloped a set of in- 
terview questions to 
gauge how someone 
would react in cer- 
tain situations, and 
references are al- 
ways asked outright 
whether the candi- 
date is holiest In 13 
years, he has had 
only one instance in 
which a worker be- 
haved unethically. 

This year, Cuglew- 
ski was one of three re- 
cipients of the Council 
of Better Business 
Bureaus' National 
Torch Award for 
Marketplace Ethics. 



A company's reputation fur honesty avdjairrwss start* with a firm 9 * leaden wys 
dentist Jim Cugkmku with employees Teri Pock left, and Lara Dorris. 




charge, they get to know what I expect." 
He reinforces the message by placing 
throughout the office motivational 
posters about teamwork and taking the 
time to go the extra mile. He sees these 



by the company itself— if it is willing to 
take the time. 

Where to incorporate is also a considera- 
tion. Someone with a passive asset— such 
as real estate or a boat — may want to in- 
corporate in Delaware, whose corporation- 
friendly laws include anonymity of the 
principals and low costs, Quigley says. But 
an income- producing company actively 
doing business in another state or states 
probably should incorporate in those 
states, she says, 

Maintaining the new corporate entity 
requires some record keeping, says 
Quigley. An annual report must be filed 
with the state, and a corporate tax return 
must be filed with the Internal Revenue 
Service. The corporation must maintain 
a registered agent, have a board of direc- 
tors, and hold an annual meeting unless 
it is waived by the board. 

The complexities of compliance with 
rules of incorporation vary from state to 
state, Quigley says. 

A company consisting of just one per- 
son can incorporate in any state except 
Arizona, where two are required. 
Quigley advises, though, that new en- 



Tb nominate a com- 
pany—perhaps your 
own — for the Better 
Business Bureaus* 
ethics award, call 
1703) 247-9396. The deadline is Nov. 3. The 
competition is open to for-profit businesses 
that serve retail and wholesale markets. 
Three companies — one small, one medium, 
and one large— will be honored. ■ 



trepreneurs shouldn't consider incorpo- 
ra t ing u n t i 1 t h ey h a ve b u i 1 1 a goi n g con - 
cern that regularly provides a service or 
product. 

More on this topic can be found in at- 
torney Stuart A. Handmaker T s new 
book. ChotmiiHj A Lnjit! St met arc For 
Your Hifshuss (Prentice Hall, $13.95). 
The book offers detailed information on 
sole proprietorships, partnerships, in- 
corporations, and limited-liability com- 
panies. 

Another useful resource is How to 
hmtrporate (John Wiley & Sons, 
$19.95), by attorneys Michael R. 
Diamond and Julie L Williams. ffl 



NB TIP 



Women Entrepreneurs 

The Uth annual Entrepreneurial 
Woman's Conference will be held Sept . 12 
in Chicago. Sponsored by the nonprofit 
Chicago-based Women's Business De- 
velopment Center, the daylong session will 
include forums on a variety of business 
challenges. For information, call 1 312 \ 853- 
3477, Ext. 45. 




How to squeeze more "P'out of your P&L. 

A Direct Reimbursement Dental Benefits Plan 



A Direct Reimbursement Dental Benefits Plan 
could mean savings that go right to your bottom line. 



DIRECT 

REIMBURSEMENT 



When it oomes to 
your company's 
I 1 & 1. the buck stops on your desk. 

So consider the advantages of Direct 
Reimbursement denial coverage. You get a 
program financed by an lc*eica-€anifag 
fund voli control, whit li reduces your costs. 

What you il(<n t£v[ is just a.s important., 
high administrative costs, excessive paper- 
uoik and red tape, and die overhead 
associated with insurance companies. 



Dental 

Benefits Plan 

Smart 



Your employees 
win lx*cause 
they get an easy-to-understand program 
that gives them freedom to choose dentists 
and select appropriate dental treatment. 
Vol i win where it matters most: with a 
healthier bottom line. 

For a fa-e estimate of the cost of a Direct 
Reimbursement dental plan for your 
company, call 

1-800-232-7698. 
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The Big Switch 



COVER STORY 



By James Wtmkaim 



■ magine Lorrie Carey's predicament: 29 
I companies bombarding her mailbox 
I with high-powered pitches to sell elec- 
I tricity to her floral shop in Penaoook, 
N,H.. just outside Concord. 

The claims certainly sounded tantaliz- 
ing: "Here's the deal youVe been waiting 
for pure and simple." "Only one supplier 
has the energy to cut your businesses en- 
ergy costs hundreds of dollars every year." 
*Your business can save money and make 
an environmentally sound choice." 

Some companies promised rebates and 
cash payments; others threw in phone ser- 
vice. One offered a bird feeder another a 
.spruce sapling "I didn't want phone ser- 
vice or a seedling," Carey says, "I just 
wanted power." 

As the owner of Marshall's Flowers and 
Gift Studio, a third-generation family firm. 
Carey became a target of the power com- 
panies when she took part in a statewide 
pilot project in 1996 to assess the impact 
that competition could have on the elec- 
tricity market. Ultimately, she made a 
choice and cut her power costs 15 percent; 
most of that savings had been guaranteed 
to the projects participants. Now, every- 
thing seems fine, she says. U I haven't no- 
ticed a change that is negative." 

Marshall's Flowers is a bit player in the 
opening act of what may be the last great 
deregulation drama to grip the U.S. econ- 
omy this century Trucking, airlines, rail- 
roads, natural gas, financial services, and 
telecommunications have gone before — all 
in just the past two decades. But none was 
larger or more pervasive at its time than 
the $210 billion-a-year electric-power busi- 
ness is today 

Deregulation of electricity means your 
local utility will lose its long-standing mo- 
nopoly to light your office and power your 
equipment. Companies and individuals 
will be able to buy power from any sup- 
plier, and other companies will be allowed 
to generate and transmit it. And these 
changes are going to happen sooner than 
you might think. 

As New Hampshire prepares for full- 
scale deregulation aeheduled for Jan, 1, a 




Customer service important to f.orric Cuntf, otntio of Morshtiirs F/o/fVT* in 
f'ntacook, V./7, trhnt corn po n ay ttfi'rs for clntncitfi 
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Some small-business oivners are 
beginning to see the impact of 
electricity deregulation, 
and others would be well-advised 
to know what's at stake. 




number of other suites are poised to begin 
deregulation in the next few years. 
Meanwhile, legislatures and public utility 
commissions in most other states are con- 
sidering deregulation. (See "The States 
Take The Lead," on Page 22 i 

Tra sort of surprised that it's going as 
quickly as it is," says Charles Gray, gen- 
eral counsel for the Washington, D.C- 
based National Association of Regulatory 
Utility Commissioners. 

The level of electricity deregulation that 
has already been ordered will affect abort 
one-third or the U.S. population when il i> 
implemented fully over the next several 
years, "You could see in the next 24 
months another few states on board that 
would [bring the amount tol 50 percent of 
the population" Gray says. 

The states furthest along in deregula- 
tion generally are those with the highest 
electricity rates, such as New Hampshire, 
which has the steepest in the country. 

The push to deregulate has a powerful 
economic underpinning. Lowering rates ]> 
important for a state's economic-develop- 
ment efforts to retain its job- producing in- 
dustries and to attract new businesses, 
says Dennis BufTington t a professor of 
agricultural engineering at Pennsylvania 
State University and an expert on electric- 
ity usage. 

For example, a study by Richard 
Silkman. a private economist in Yarmouth. 
Maine, showed that a 10 permit reduction 
in electricity rates in the five-county 
Philadelphia area of southeastern 
Pennsylvania, served by Peco Energy Co*, 
would put $110 million in residential con- 
sumers' hands in one year, generating eco- 
nomic activity that would create 5,600 
jobs. The study was done for several con- 
sumer groups and others that have taken 
issue with the utility's proposed charges 
under deregulation. Adds Silkman: "Rate 
reductions put money in consumers' pock- 
ets, so in that sense they act very much 
like a tax cut" 

As regulators retreat from the ekxlric- 
power market, more residential and small- 
husiness users will lie able In shop for elee- 



Declining Electricity Prices 

The average retail price of electricity in cents per 
kilowatt-hour (1 992 dollars) for all classes of 
customers— residential, commercial and industrial— 
from 1960 to 1995. 
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Increasing Demand 
For Electricity 

U.S. retail electricity sales, 1950 to 2015, 
in billions ol kilowatt-hours. 
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trie power just as they shop for long- 
distance phone service, air travel, or 
overnight delivery service. 

Nonetheless, in dealing with 
electricity deregulation, small 
companies face certain risks, 
which include: 

Being A Small Player Individ 
ually, small firms lack the purchas- 
ing power of big companies to get 
volume discounts on power. So they 
may have to "aggregate" t hrough ad 
Ihk purchasing groups or trade as- 
sociations to negotiate the best 
rates. 

Confusing Choices: Small 
companies may find offers of elec- 
tric service confusing and hard to 
compare, just as florist Carey did in 
New Hampshire. 

Unknown Usage: Small firms 
may not know how to cut electricity 
costs unless they understand 
enough about their own power use 
to know, for example, how much 
electricity is used in the manufac- 
turing of each product or the deliv- 
ery of each service. (See "Coping 
Tips For Small Firms,'' on Page 21.) 

Rate Increases: Small busi- 
nesses in states where power is 
cheap might see some rate in- 
creases as a national market 
emerges and rates drift lm\,ud 
U.S. averages. 

Deregulation also offers small- 
business customers potential op 
portunities: 

One-Stop Shopping: Small- 
business owners in some areas will 
have the option to buy, in one pack- 
age, electricity, natural gas. tele- 
phone service. Internet access, and 
home-security services. Such a 
menu is offered by EnergyOne, a 
joint venture of Peco in 
Pennsylvania and UtiliCorp United 
Inc. of Kansas City. Mo. 

Lower Hates: Many small 
firms may see lower rates as soon 
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as deregulation is implemented, espe- 
cially in states where such reductions 
are mandated. But lower rates solely 
as a result of competition may not be 
seen in some states, at least until tran- 
sition periods are over. 

New Niches: .Although a number of 
mergers and acquisitions have been com- 
pleted or are pending in the electric- 
power industry, there are likely to he up- 
port unities For small firms to fill new 
needs and niches— such as new electrical 
products or outsourced services to power 
providers — in an unregulated electrical- 
service marketplace. 




Electricity's 
Foremost Fuel: Coal 



Resources used to produce the 2,995 billion 

kilowatt-hours of electricity provided 

by U.S. utilities in 1995. . 
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Nuclear 
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Hydroelectric 
Power 
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*fnctudes geoltiermaJ. wind, solar, 
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Economic Growth: Lower rates could 
spur economic development, business 
start-ups, and job creation. 

Robert Johnson, executive director of 
the Electric Consumers Alliance, based in 
Indianapolis, says the impact on small 
users will depend on their location, their 
economic clout, the strength of their 
state's consumer-protection laws, and 
their ability to distinguish among the ser- 
vices and prices offered by electric-power 
competitors. 

He adds: "Whether residential and small- 
business consumers are winners or losers is 
an open question that depends very much 
on where one site as restructuring unfolds." 

Central to the debate over electricity 
deregulation is whether the rules 
will be written by the states or the 
federal governmem 
State utility commissions closely regulate 
the electric-power business They decide on 
all rate-increase proposals and on requests 
to build power plants or to close them. Tin- 
commissions even decide how much profit 
! an electric utility will be allowed. 



Covering The Stranded' Costs 



Deregulating an industry usually means 
lower prices and more choices, at least at 
the beginning. But opening the electric- 
power business to competition will ha% r e 
its costs — the most prominent of which 
are those for "stranded assets." 

The biggest such cost in the 
power industry is the towering 
debt that numerous utilities in- 
curred to build nuclear-power 
plants, In general, the electricity 
generated by these plants costs 
more per kilowatt-hour than 
power generated by conven- 
tional coal-fired power plants. 

In a regulated market, power 
companies are permitted to 
charge customers rates high 
enough to enable the companies 
to pay down debt from the con- 
struction of nuclear plants. 
That may mean the companies sell power 
for 2 or 3 cents more per kilowatt-hour 
than do low-cost producers, which usually 
haven't made such investments. 

Hence, as the nuclear power plants' 
customer base migrates to cheaper power 
sources, the costs of paying off nuclear 
plants would no longer be covered by rev- 
enues, and those plants would become su- 
called stranded assets. 

Other stranded costs include contracts 
for electricity at above-market prices from 
alternative power sources such as solar 
power. The portion of the price that could 
not be recovered in the market would 
thus be stranded. 

Resource Data International inc. of 
Boulder. Colo., says stranded costs nation- 
wide total about $202 billion, Moody's 
Investors Service put< them at about 
$135 billion. Other estimates are lower. 

Resource Data International says that 
Kh' percent of the stranded costs lie in 10 



After competition begins, commissions 
will still regulate the electricity-distribu- 
tion system (local power lines) and set pol- 
icy on issues such as universal service. 

Although some states are moving ag- 
gressively toward deregulation, well- 
heeled lobbies for competition in elect rk 
power want to turbocharge the process na- 
tion wide through congressional action. 

Prominent in the battle for federally or- 
dered deregulation are some of the big 
users of power; independent fnonutility) 
power producers; power marketers, which 
buy and sell electricity wholesale but don't 
produce it; and some low-cost utilities 
I seeking to build market share. 

So far, there are four major bills in 
Congress to deregulate the electric-power 



states that have 43 percent of the electric- 
ity market. California has the highest 
stranded costs, at $22.9 billion, followed 
by New York, Texas, Illinois, Pennsyl- 
vania, New Jersey, Ohio, Georgia, 
Massachusetts, and Connecticut. 




Officials of utilit ies with high stranded 
costs say that when they made the invest- 
ment decisions, they had expected, under 
regulation, to l>e able to recover the costs. 
Now they say that if they can't recover 
the costs, they might go bankrupt. 

Opponents of proposed rules to allow 
utilities to tack on charges to their bills to 
recover those costs say the companies 
made their own decisions to build plants 
and that they were never guaranteed a 
protected, regulated market forever. 

The bie, question on stranded costs is: 
Who will pay ihem? Will it be the ratepay- 
ers of an individual utility, all ratepayei-s 
in a state, taxpayers via a government 
bailout, or the utility's shareholders? 

If stranded costs are built into post-reg- 
ulation customer bills— as is expected to 
occur in some states considering or phas- 
ing in deregulation, including Califor- 
nia — the full benefits of competition will 
have to wait until these costs are paid. 



industry All of them would give states a 
deadline for implementation. 

But advfot.es of quick congressional ac- 
tion are up against powerful forces that 
maintain thai electricity deregulation 
should be left to the states. Prominent 
among them is the Edison Electric 
Institute, a Washington-based association 
of investor-owned utilities, many of which 
have huge investments in high-cost plant* 
and significant clout in stole capitals. 

Aside from comprehensive federal legisla- 
tion that would mandate nationwide dereg- 
ulation, several major hot -button issues are 
interwoven into the nat ionwide debate: 

Stranded Costa: Mam large utilities 
are concerned about how, in a deregulated 
market, they could repay mountainous debt 
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incurred in building nuclear- 
j>ower plants and slay com- 
petitive with companies that 
toft have similar costs, i See 
"Coven ng Hie 'Stranded' 
Costs," on Pa^ 2()J 

Environmental Con- 
cerns: Competition will in- 
crease demand for the 
cheapest electricity, result- 
ing in pressure to rely more 
on old coal-fired generating 
plants in the Midwest, 
mam of whirl) don't meet 
♦ "day's strict clean-air rules. 
The Clinton administration 
has adopted lighter clean- 
air regulations, hut there's 
strong opposition on Capitol 
Hill and elsewhere. {See 
Dateline: Washington, on 
Page 10 J 

Public Powen Congress 
must decide how — or even whether — a 
deregu la ted r n a i k e t woul d arannm od ale 
federal public-power authorities such as the 
Bonneville Power Administration, based in 
Portland, Ore., and the Tennessee Valley 
Authority, headquartered in Knoxville, as 
well as municipal power companies, all of 
which receive special tax treatment. 
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I he electric industry began, of course, 
with Thomas Alva Edison, who in- 
vented the light bulb in 1879 and 
built the first power station three 
years later in New York City. The industry 
and its government overseers have bur- 
geoned since. 
Regulation dates back almost a century. 
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San 11 it l Insull, a top assis- 
tant to Edison, convinced the 
electric industry — faced with 
competition from municipal 
power systems — that compe- 
tition was bad For them. 
Instead, he argued, there 
should be monopolies, with 
exclusive service territories, 
regulated by the states. 

In 1907, Wisconsin and 
New York became the first 
states to create public utility 
commissions. By 1921, all 
states except Delaware had 
them. Today, all states and 
the District of Columbia do. 

In addition, the VS. gov- 
ernment exercises authority 
over the electric industry 
through the Federal Energy 
Regulatory Commission 
(FERC), which oversees 
most interstate transactions in oil, natural 
gas, and electricity, and the Nuclear 
Regulatory Commission, which licenses 
and regulates nuclear plants. 

In 1996. the FERC allowed utilities and 
other power providers to sell electricity on 
a wholesale basis, at any price, outside their 
traditional service areas, setting the stiigc 



Coping Tips For 

How can a small-business owner or man- 
ager cope in the world of deregulated 
electricity? 

You or someone at your company has 
probably always paid the local electric 
utility without much thought about the 
kind of service provided, how much is 
being paid, or what other services you 
might get. That will change as the com- 
petitive electricity market spreads 
through the United States. 

Here are some suggestions from experts 
For coping with elect ricity deregulation: 

■ Even if deregulation is not at hand in 
your state, calculate how much electricity 
your company uses. Know what it costs at 
various times of the day, week, and year, 
and know your Firm's monthly charges. 

■ Look at your company's specific prod- 
ucts or services. Determine how much 
electricity; in kilowatt-hours and in dol- 
lars, is needed to make, say, 100 units. 

Ill is will help you compare oilers from 
other electricity providers later. 

■ Gel help in analyzing competing of- 
fers. Request a customer guide from your 



Small Firms 



state's public utility commission, which 
likely will have ordered deregulation. 
Trade associat ions. ehaml>ers of com- 




merce, and city or state consumer-affairs 
offices also may offer help. 



■ Join a group. A small business gener- 
ally lacks the market influence to obtain 
the big-volume discounts that a large in- 
dust rial user can get. But small firms ran 
pool, or aggregate, themselves. Cities and 
towns already are aggregations, but busi- 
ness groups or neighborhood associations 
could form groups. 

■ If you rent space and electricity is in 
eluded in the rent, determine the portion 
i>f the rent that goes to pay for electricity 



If your landlord is able t o gel elect licit \ 
for less, make sure the savings are passer! 
on to you. 

■ If you find comparing rates and ser- 
vices too confusing, you can hire a firm to 
shop for the best electricity buy for you 
and to handle all your needs for electric- 
ity, oil. gas. telephones, and possibly even 
Internet and security services. You should 
get g<x)d prices liecause the firm you pick 
presumably will he buying in large quan- 
titles. 

■ If deregulation hasn't reached your 
stale or if the final rules haven't I wen 
written, make your views known on the 
issues most important to you, Contact 
your state representatives or public util- 
ity commission or work through business 
groups or coalitions. 

Jacqueline Kill gore, president of the 
New Hampshire Public Utility Policy- 
Institute, a research and education group 
based in Concord, says it s important for 
electricity users to take time to consider 
offers and pick the best one. 

She adds: M My greatest fear is that peo- 
ple won t exercise the choices they have 
and we will end up with the worst of all 
worlds— an unregulated monopoly," 
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Who Uses How Much? 

U.S. electricity sales, by type of user, in 1995. 



for the coming retail price competition. 

While regulation has grown mightily 
since InsmTs time, so has the industry. 
About 250 of the 3,200 utilities nationwide 
are investor-owned and provide almost 7r> 
percent of all the utility-generated electric- 
ity used in the United States. 

There are about 2,000 state- and locally 
owned public power systems, which gener- 
ate about 11 percent of utility-generated 
power. An additional 9 percent is generated 
by the 10 federal power systems, including 
the TVA in the Southeast and Bonneville in 
the Northwest, and 6 percent comes from 
rural electric cooperatives — some of which 
generate their own power — that serve 
about 30 million people. 

Other electricity providers include inde- 
pendent power producers flPPs f and power 
marketers. EPFs generate power from their 
own plants and sell it on contract to their 
customers. Power marketers don't generate 
electricity hut buy it wholesale from utilities 
and other suppliers that don't need it; they 
then re-seil to those that do. 

The IPPs and power marketers are 
among those pushing mast aggressively for 
deregulation, and they are moving in 0> cap- 



ture markets that once were the 
preserves of the established utili- 
ties. In fact, more than half of the 
new generating power each year 
comes from nonutility suppliers. 

Though Congress is not expected 
to vote on deregulation legislation 
this year, the political debate is in 
full swing, 

"Deregulation of the electricity 
market is the largest pending issue 
of competitiveness in the U.S, 
today" Jeffrey Ski! ling, president of 
Enron Corp., told the Senate 
Energy Committee earlier this 
year. The Houston-based oil and 
gas eompam is spending millions 
in advertising nationwide to estab- 
lish its brand name as a gas and 
electri ci ty pn >vi dt >i \ 

Noting that electricity has been 
delivered through a patchwork of 
monopoly utilities for years, Skilling added: 
**No one can seriously defend that system 
anymore. It is inefficient. It is unnecessar- 
ily costly. It stifles innovation." 

Richard C. Green Jr., chairman of 
UtiliCorp United, says federal legislation is 
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needed to set a deadline for the states and 
to lay out common rules for deregulation — 
but not to mandate how it will work in each 
state. "What we need in federal legislation 
is a framework to move through the transi- 
tion [to a deregulated market] as opposed to 



The States Take The Lead 



While Congress considers various propos- 
als to restructure the electric- power indus 
try, state legislatures and regulatory com- 
missions are moving ahead in that 
direction. 

The circumstances vary widely by 
state. In some states, legislatures have 
passed deregulation 
bills and regulators 
are taking action to 
carry them out. In 
other states, regula- 
tors have acted on 
their own because 
they have broad au- 
thority and the po- 
litical climate al- 
lows them to move 
ahead, says Charles 
Gray, general coun- 
sel of the National 
Association of 
Regulatory' Utility 
Commissioners. 

In most states, regulators either are 
studying deregulation, have official inves- 
tigations underway, are holding hearings, 
or have issued a draft, order. 

There are court challenges in five 
states — including four where regulators 
have issued their firm! deregulation order- 
Here is a status report as of mid-July 




Sign-up incentives were showered on Sew 
Hawfftehur nwdentx by pmrr inwidrra. 



from the National Regulator}' Research 
Institute, an arm of the utility-commis- 
sioners association. 

Regulations Final: 

Arizona, California, Massachusetts, 
Michigan, New Hampshire, New Jersey, 
New York, Texas, 
Vermont. 

Legislation 
Approved: 

California, Maine, 
Montana, Nevada, 
New Hampshire, 
Oklahoma, 
Pennsylvania, 
Rhode Island. 

Legislation 
Failed Or Vetoed: 

Arizona. 
Colorado, 
Connecticut, 
Florida, Illinois, Minnesota, Missouri, 
Nevada, Texas, 

Issue Pending Before Regulators: 

Alabama, Alaska, Arkansas, Colorado, 
Connecticut. Delaware, District of 
Columbia, Florida, Georgia, Hawaii. 
Idaho, Illinois, Indiana. Iowa, Kansas, 



Kentucky, Louisiana, Maine, Maryland, 
Minnesota, Mississippi, Missouri, 
Montana, Nevada, New Mexico, North 
Carolina, Oklahoma, Oregon, 
Pennsylvania, Rhode Island, South 
Carolina, South Dakota, Utah. Virginia, 
Washington, West Virginia, Wisconsin, 
Wyoming. 

Bills Pending In Legislatures: 

Alabama, Alaska, Arizona, Colorado, 
Connecticut Delaware. Georgia, Hawaii, 
Illinois, Indiana, Kansas. Kentucky, 
Louisiana, Massachusetts, Minnesota. 
Mississippi, Montana, Nevada, New 
Mexico* New York, North Dakota. Ohio, 
Oregon, vSouth Carolina* Texas, Utah. 
Vermont, Virginia. 

Legislative Studies Under Way: 

Arizona, Colorado, Delaware, Florida, 
Idaho. Illinois, Indiana, Kansas, 
Louisiana, Maryland, Massachusetts, 
Minnesota, Mississippi. Missouri. 
Nebraska, Nevada, New Mexico, New 
York, North Carolina, North Dakota, 
Ohio, Oregon, Utah, Virginia, 
Wisconsin. 

I^egal Challenges Pending: 

Alabama, Arizona, Michigan, New 
Hampshire, New York. 

No Activity: 

Tennessee. 
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[the federal government] 
making decisions the states 
should make, w he says. 

But as aggressive as 
Enron and UtiliCorp are and 
as strong as the chorus is for 
federally mandated deregu- 
lation with a deadline, the 
other side is formidable. 

"We think the 50 states 
and the District of 
Columbia are moving pretty 
aggressively forward r says 
David Owens, a vice presi- 
dent of the Edison Electric 
Institute. "It would be pre- 
mature for Congress to 
mandate deregulation by a 
date certain with a *one- 
si/e-flt^airsolutionr 

The owners of Edison 
Electrics member utilities 
have also weighed in on 
the debate. William D. 
Steinmeier, former chair- 
man of the Missouri Public 
Service Commission and na- 
tional chairman of the 
Electric Utility Shareholders 
Alliance, notes that nearly 
two-thirds of the common 
stock in investor-owned util- 
ities is held by individuals: 
the rest is held by institu- 
tional investors such as pen- 
sion funds and insurance 
companies, which are invest- 
ing money entrusted to them 
by individuals, 

Steinmeier warned the 
Senate panel in the spring 
that many people could be hurt if Congress 
took action that devalued the investments 
made by investor-owned utilities — espe- 
cially in high-cost power plants — and left 
those companies with high-cost contracts 
for alternative-source power, such as solar 
power, 

"Millions of ordinary Americans stand to 
lose from federally mandated retail compe- 
tition, 1 * Steinmeier said. 

Electricity is already cheaper in the 
United States than it is in many other 
industrialized nations. 'See the charts 
on Pages 19 and 26. ) So how much 
more could rates fall when deregulation is 
implemented 0 Projections vary widely. 

A study by the Citizens for a Sound 
Economy Foundation, a conservative re- 
search group in Washington, said that if 
fully implemented nationwide, electricity 
deregulation would save users 43 percent 
and average consumption of then-cheaper 
electricity would increase 42 percent from 
current levels over five to 10 years. The 
study, conducted by three Clem son 
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produce gains well in excess 
of the transition costs," the 
study's authors wrote. 

But Max Fallex. director of 
the Minneapolis-based Amer- 
ican Institute of Small Bus- 
iness, a reseairh and educa- 
tion group, notes that after 
deregulation of long-distance 
telephone service and cable- 
television service, "rates did 
go down initially, and then 
they sta rted cl i m hi ng. 11 
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University professors, also said deregula- 
tion would add 2,6 percentage points to the 
nations economic growth rate, which last 
I year was 2A percent. 

The Clemson work has come under 
sharp attack. A study conducted for the 
Electric Consumers Alliance said the 
Clemson report was "seriously flawed" in 
that it overstated the projected reductions 
in rates and the increases in electricity 
consumption, thus affecting the projected 
impact on gross domestic product. 

A study on the possible effects of electric- 
power deregulation, done by the Center for 
Market Processes at George Mason 
University in Fairfax, Va., examined the 
question in light of the deregulation of other 
industries over the past two decades — air- 
lines, trucking, railroads, natural gas, and 
long-distance telephone service. 

The study said that in each of those five 
industries, consumer prices fell 4 to 15 per- 
cent in the first two years after deregula- 
tion and 25 to 40 percent after 10 years. 

"Based on experience in other indus- 
tries, electricity regulatory reform should 



est known for its first- 
in-the-nation presi- 
dential primary every 
four years. New 
Hampshire launched the 
first-in-the-nation statewide 
pilot program to lower elec- 
tricity rates and boost eco- 
nomic development through 
deregulation. 

In New Hampshire and in 
pilot programs in other 
states, small businesses that 
ure choosing their elect ine- 
pt i we r p rt j vi de :* r— s< i m et h i ng 
unheard of during the long 
era of regulated, monopoly 
utilities— are both pleased 
and befuddled by the new 
market But for now, they Ye 
saving money. 

"We are satisfied" says 
Dan Faries, manager ol the 
Blue Seal Feeds Inc. plant in 
the town of Bow. The plant 
produces a wide variety of 
animal feeds. At the begin- 
ning of the pilot project, Faries says, Blue 
Seal got power 18 percent cheaper than it 
had previously, but now it is saving about 
10 to 14 percent. The savings rate might 
shrink even more under full deregulation, 
he says "In the final analysis, 1 don't Dunk 
it will be as lucrative [for usersl as it is now,* 
Another New Hampshire business 
owner isnt so sure what he thinks of 
deregulation. William "Buddy" Croft Jr., 
fourth -generation owner of the Granite 
State Potato Chip Go, in Salem, says he 
pays *:{()< i u> $400 a month for electricity to 
power a snack-food-manufacturing plant 
and a retail store. Croft says he's not cer- 
tain how much he's saving, but he believes 
he's paying less for more electricity, W I 
think it's a better deal," he says. "It might 
be a couple hundred dollars less a year, but 
Td probably never see it because of in- 
creases tn other costs. 1 * 

Flower-shop owner Carey in Penacook is 
in a group of 17 retailers organized by the 
Retail Merchants Association of New 
Hampshire. Those firms get their electric- 
itv from the Wheeled Electric Power Co. in 
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Uniondale, N,Y, which buys electricity 
from Cinergy Corp, of Cincinnati. 

This seemed to be the best deal," says 
Carey, whose firm was started by her 
grandfather in 1956 and now employs five 
people. "Most of [the of- 
fers] were similar There 
wasn't a great variance in 
cost" 

Carey says she thinks 
her flower shop is doing 
better as part of the pur- 
chasing group than it 
would do if it were on its 
own. Says Jennifer Graney 
the association's director of 
governmental affairs: "We 
found we could get a better 
price." 1 

The New Hampshire 
Public Utilities Commis- 
sion reports that, on aver- 
age, customers in the pilot 
are getting a 15 to 20 per- 
cent cut in their bills, with a 
10 percent reduction in the 
electricity-generation por- 
tion t exclusive of transmission, distribution, 
and other charges). All customers in the 
pilot program were guaranteed a 10 percent 
overall reduction just for participating. 

At one point the program had 38 elec- 
tricity suppliers, primarily in the 
Northeast, but the commission now re- 
ports that 15 or 16 firms account for the 
majority of the sales. 

The pilot program was also a learning 
experience for the state's largest utility, 
Public Service Co. of New Hampshire, a 
subsidiary of Northeast Utilities, based in 
Berlin, Conn. John Muro, vice president 
for retail marketing, says that by selling 
electricity under three different brands in 
the program. Northeast retained 60 per- 
cent of the participants who had been its 
customers, *We were very pleased with the 
strategy we used/* he says. 

Like other companies, Northeast is mov- 
ing aggressively into retailing, including 
hiring executives from unregulated, com- 
petitive industries, and it plans to sell elec- 
tricity and ancillary products and services 
through a new retail-oriented subsidiary; 
Select Energy Inc. 

(Public Service of New Hampshire is 
challenging the deregulation order in fed- 
eral court over several provisions, includ- 
ing stranded coats, so many of the details 
are undecided, i 

Pilot programs are also under way in 
Massachusetts. New York, Illinois, Wash- 
ington, and Idaho. 

1 don't think you can tell too much 
from these experiments," says Stanford 
Levin, a professor of economics at 
Southern Illinois University in 
Edwardsville and a former member of 



Based on 
experience in 
other industries, 
electricity regu- 
latory reform 
should produce 
gains well in 
excess of the 
transition costs." 

—Study By The 
Center For Market 
Processes. George 
Mason University 



the Illinois Commerce Commission. 

In California, the nation's most populous 
state, with electricity rates that are 30 to 
50 percent above the national average, 
deregulation will be phased in over four 
years beginning Jan. 1, So 
far, about 30 companies 
have registered with the 
California Public Utilities 
Commission to offer elec- 
tricity; those providers are 
in addition to the states 
seven existing public utili- 
ties. The California plan 
mandates a 10 percent rate 
reduction for consumers and 
small commercia] users. 

Betty Jo Toccoli, president 
of the 187,000-member 
California Small Business 
Association, is concerned 
that the change won't actu- 
ally benefit small firms and 
that business owners and 
managers won't be informed 
about how it works. 
"The thing that's most 
frightening to me is that every- 
body thinks that competition and 
choice mean that there's an auto- 
matic rate reduction,* she says f ex- 
pressing concent that some small 
firms might see rate increases. 
"But competition also means there 
are winners and losers." 



ditionally stayed afloat by keeping their 
costs down, and she fears deregulation 
will make that harder. "The small h Easi- 
nesses are the ones that are creating jobs 
and [are| responsible for innovation, and 
its putting a greater burden on them," 
she says, referring to the time small 
firms will have to spend evaluating new 
options. 

The old -line utilities, too, will have to get 
used to not having comfortable monopo- 
lies, captive customers, and guaranteed 
rates of return. 

One company doing so already is PG&E 
Energy* Services, a unit of San Francisco- 
based PG&E Corp. Scott Gebhardt, presi- 
dent and CEO, says his firm will operate 
nationwide and provide all customers a full 
range of enhanced services such as energy 
audits and more-effective energy use— in 
addition to natural gas and electricity. 
'These customers can outsource their entire 
energy management to us," he says. 

Notes Muro of Northeast Utilities; 
"Relationships matter. Price is important 
but is not necessarily the only thing." 

New Hampshire florist Carey agrees. 



Electricity Price Comparisons 

Average electricity prices, by country and type of usage, 
in 1995. Figures are U S. cents per kilowatt-hour 



The likely total impact of elec- 
tricity deregulation on the 
economy— and on small busi- 
ness in particular — is not yet 
clear. UtiliCorp s Green says, how- 
ever, that failure to deregulate 
would hurt small companies. If 
we don't do anything," lie says, 
"the big industrials will go on and 
continue to get the benefits [of vol- 
ume discounts! and the rest of the 
market won't * 

Levin, the former Illinois regu- 
lator, agrees that small firms 
would benefit. Under the current 
structure, big industrials and con- 
sumers are well-represented dur- 
ing the process of establishing 
rates, he says, but small firms are 
not, "In the regulatory process, its 
been the small busine>>- \h> 
have really fared the worst," he says. 

But Allen Mesch, director of the 
Maguire Oil and Gas Institute at 
Soul-hem Methodist University in Dallas, 
isn't as opt i mis tic for small firms, "The 
larger the customer," he says, "the better 
the deal they're going to get" 

Julie Scofield, executive director of the 
Smaller Business Association of New 
England, notes that small firms have tra- 
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She says competition has boon ^ond for .ill 
the companies, especially the old-line util- 
ities that aren't used to competing: "Its im- 
proved the whole business environment 
because companies are saying to their cus- 
tomers: What is it you want?' " W 
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Improve Workplace Safety 

And Increase OSHA Regulatory Compliance 




Keller's Official OSHA 
Safety Trainer's Program 

The instructor's guide" compan- 
ion to Keller's Official OSHA 
Safety Handbook This helpful 
resource gives trainers an easy-to- 
tnlltiw prnjrinTii fur setting up and 
conducting training on each work- 
place siifcty topic. Also contains a 
handy glossary of terms and space 
to arid your company's specific- 
policies and procedures. 

566 pages, loose-leaf, 3-ring bound 

#OS-i-PSG~7 $M0B 




OSHA Compliance Manual 



This practical resource will help 
vim simplify OSHA workplace 
safety compliance. Includes 
infojTnation on training, record- 
keeping hazards in the workplace, 
emergency response, inspections, 
material handling, air contami- 
nants, and PPE. You'll also find 
state safety information. 

i'>2~> pages, loose-leaf, 3-ring bound. 

Update service available separately. 

tfOS-ti-M ...$99.00 




Written Safety Plans 



Need help developing and 
producing consistent, well- 
written safety plans for key 
areas of your company? You'll find 
checklists to help you determine 
which safety plans your company 
must develop, detailed outlines of 
the information to include, sample 
written plans, plus more, 

750 pages, loose-leaf, 3-ring bound. 
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Call loll free 1-800-247-4683 or FAX M0M63-564 1 



□ Yes! I Want The Following 
Safety Tools 
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REGULATION 



A Rule Mandating 

Safety And Health? 



By David Warner 



Katherine (iekker. owner and presi- 
dent of Hufrman Press in Alexandria, 
Va. t is concerned about the safety of 
her 10 employees* In years when she 
tumid afford it, Gekker has had her insur- 
ance company perform an audit of work- 
place safety and health. And each year she 
responds to suggestions by the local fire de- 
partment on potential hazards— even those 
that aren't necessarily fire-related. 

But commercial printing is a high-haz- 
ard industry, and Gekker says accidents 
are bound to happen. That's why she is 
equally concerned about a proposed mini- 
mum federal standard for mandatory' em- 
plover safety-and-health programs. Gekker 
fears that such a standard, which is being 
written by the federal Occupational Safety 
and Health Administration, could lead to 
fines for workplace injuries and illnesses 
that no business owner could foresee or 
prevent. 

Gekker cites a recent accident at her 
company in which a worker adjusting a 
vent fell through the roof. M You can't plan 
for that, 11 she says, explaining that the 
worker took a misstep on a part of the roof 
that wasn't built to hold people. 

The OSHA standard could be issued as a 
formal proposal for public comment by the 
end of the year, according to the agency's 
acting administrator Gregory Watchman. 

A 1995 draft of the standard — which is 
not expected to change significantly before 
it is issued— olh for all businesses to have 
in place a program for managing safety 
and health and identifying and controlling 
workplace "hazards," 

Employers would have to inspect their 
work sites *as often as is necessary" or "ap- 
propriate 'and employees would be allowed 
to participate in the inspection of the work- 
place and could recommend remedies for 
potential hazards. Workers also would have 
to be educated about hazards in their jobs 
and trained to deal with such hazards- 
Watchman says the agency wants to im- 
plement the regulation because thousands 
of workers are killed and millions are in* 
jured or become ill each yean and "safety- 
and-health programs have a long track 
record of success: they are effective in re- 
ducing injuries, illnesses, and fatalities," 

Although virtually no one disagrees with 
the belief that safety-and-health programs 
can cut workplace accidents — and thereby 



Printing-firm ttirurr Kntlwritit (kkkvr: 
PemiH i fix fa r it n pre mi table iujn nV\s { 



reduce the costs of workers' compensation 
and health insurance — few businesses see 
the need for a federal rule that would es- 
tablish a requirement for such programs. 
"I have not had an injury here yet that 
would have been prevented, I don't think, 
by an OSHA safety-and-health-program 
standard,* says Gekker. 

Under the Occupational Safety and 
Health Act of 1970, OSHA was authorized 
to issue citations and fines for violations of 
the General Duty Clause, which requires 
an employer to maintain a safe and 
healthful workplace. But the General 
Duty Clause requires that before a citation 
can be issued* OSHA must prove that an 
employer had a ^recognized* hazard that 
could have been eliminated easily. 

With a standard requiring a safety-and- 
health program, critics say, the agency 
could issue citations and lew fines based on 
an inspector's subjective determination that 
a company's program was inadequate be- 
cause it failed, for example, to address ail 
conceivable hazards. 

"We don't really need a safety-and-health- 
program standard/ says Melissa A. Bailey, 
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OSHA standard on safety- 
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an attorney with the OSHA Practice Group 
in the Washington, D.C., law firm of 
McDermott. Will & Emery Most large and 
medium-sized companies already have 
elaborate safety-and-health programs, she 
says, and although many small firms don't 
have formal programs, what they need is 
not a new federal regulation but education 
and consultation about workplace safety 
and health. 

Although OSHA's Watchman says the 
draft proposal states that the standard 
would include only hazards now covered 
under existing hazard-specific standards 
and the General Duty Clause, Bailey says 
the standard probably would be vague and 
open to interpretation by OSHA inspec- 
tors. "Until that inspector shows up at 
your door and tells you, you don't know if 
you have [complied L" Bailey says, "You 
may think you have, but the inspector may 
think otherwise." 

That would be particularly true after an 
accident, says Bailey. The accident could be 
used by OSHA as proof that the company's 
safety-and-health program was inadequate, 
she says, 

Other critics, including the U.S. 
Chamber of Commerce, view the 
proposed standard as troubling for 
reasons apart from the costs and pa- 
perwork burdens associated with most fed- 
eral rules. They contend thai ifs a hack- 
door attempt by OSHA to impose a host of 
new hazard-specific workplace standards 
on business, including a controversial er- 
gonomics standard being crafted by the 
agency to address repetitive-stress in- 
juries. 

"Because the safety-and-health-program 
standard would cover all hazards, it would 
allow OSHA to, in effect, regulate on such 
issues as ergonomics and workplace vio- 
lence without having those issues subject 
to a regulatory-review process and public- 
comment period/ says Peter Eide, a labor 
attorney with the Chamber 

Railev says thai < >SHA has a nunilxT of 
resources to help businesses — particularly 
small firms— make then workplaces safer 
and more healthful, such as the voluntary 
guidelines on safety-and-health programs it 
issued in 198H But issuing a costly stan- 
dard,* she says, "may hurt rather than help 
small businesses and their employees." W 
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Everybody wants him. Hcs a loyal customer, and he 
and millions like him arc the object of marketers* desires. 
Bin its not enough to get him, you have to keep him. 

How? By using Direct Mail Its a medium that builds 
deep brand loyalties. Direct Mail enables you to reach 
your prospects with the very 
relevant, very individualized 
benefits of your brand. It lets you tell your whole story 
so you can differentiate your brand from the others. 

Your customers will get to know you. You'll learn how 
to respond to their needs and give them what they want And 
you 11 keep them coming back for more— possibly for life. 

For a free hit on how Direct Mail can help build business. 
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A hard-to-deduct tax deduction; important points of reference; 
the pluses and minuses of U.S. Savings Bonds. 

Redefining The Home-Office Deduction 



By Gloria Gibhs MaruMo 

The home-office deduction has been 
around for more than 20 years, but , 
home-hased-business owners and the | 
Internal Revenue Service have yet to 
see eye to eye on what constitutes a tax- 
deductible home office. Little wonder. Its 
more complicated than it initially appears. 

It is not just one deduction but actually . 
several deductions added together. They 



lion people claim the home-office deduc- 
tion each year, according to the IRS, lb 
qualify you must show that you use your 
office exclusively and regularly in a trade 
or business. 

In addition, owners must meet at least 
one of the following three tests: 

■ The home office is the taxpayer's 
principal place of business. 

■ The home office is a place where \ W 
taxpayer meets or deals with patients. 



court interpreted the principal-place 
rule very narrowly in Soliman vs. 
Commissioner of Internal Revenue. The 
decision eliminated the home-office deduc- 
tion for many taxpayers. 

The Soliman case involved a self-em- 
ployed anesthesiologist who worked at 
three hospitals but maintained a home of- 
fice Ui do his scheduling, patient reports, 
insurance filing, and billing. Soliman 
claimed a tax deduction for depreciation of 
the office jx>rtion of his home, 
hut the IKS denied it after an 
audit of his tax return. 

Soliman appealed all the 
way to the Supreme Court, 
which upheld the IRS. The 
high court ruled that the doc- 
tor's principal place of busi- 
ness consisted of the hospitals 
where he spent 30 to 4 i r ) hours 
a week with patients. 

In 1994, the IRS issued a 
set of regulations designed to 
explain by example what the 
Supreme Court ruling meant. 
One example involves a 
plumber who works from 
home and employs one full- 
time worker to answer 
phones and do bookkeeping. 
The plumber actually uses his 
home office 10 hours a week 
and is at customers' homes 40 
hours a week, The IRS says 
he is not entitled to deduct de- 
preciation because his home 
office is not his principal place 
of business. 

Nonetheless, he may deduct 
all ordinary business ex- 
penses, including the employee's salary. 

Dissatisfaction over the Supreme 
Court's restrictive interpretation 
prompted small-business advocates on 
Capitol Hill to propose overturning tin- 
Soliman ruling. Congress did just that in 
the lax bill passed in late July by redefin- 
ing a principal place of business as an of- 
fice that meets both of the following de- 
scriptions; 

■ It is iiM-d tut conduct inn ad m migra- 
tive or management activities of a trade 




Because her home office is herprinn^^i r hu*- u,r h^sowss, Traci DeGroat oJ KTDID Mark* ti>,a 

& f*romjutions in Virginia has no problem claiming a home-office tax deduction 



include a portion of items such as mort- clients, or customers in the normal course 

gage interest or rent, depreciation of the of business. 

space used as the office, utility bills, insur- ■ The home office is a separate struc- 

ance costs, and repairs, ture, not attached to the residence, used 

"The home-office deduction is a clash of in connection with the taxpayer's trade or 

conflicting principles," says Karen F. business. 
Brown, a CPA in Manassas, Va„ who spe- 

ciaJizes in small businesses. "Family and The High Courts Opinion 

personal living expenses are not de- , Determining whether an office meets the 

ductible. Business expenses are. It's principal-place-of-business test has 

inevitable that the rules will collide " ' sparked hot debate and one landmark 

Despite such collisions, about 1.6 mif Supreme Court case. In 1993, the high 
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Friends. Its about being there for someone close. Its about sharing 
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or business. 

■ It is the only place 
where the business owner 
conducts substantial admin- 
istrative or management ac- 
tivities for the trade or busi- 
ness. 

Thus, business owners 
who perform services or de- 
liver goods outside the home, 
such as sales representatives 
and real-estate sales agents, 
will be able to qualify for the fcl 
home-office deduction. 

But not right away. The change doesn't 
become effective until Jan. 1, 1999. 

Rep. James Talent, R-Mo„ the chairman 
of the House Small Business Committee, 
says the change will benefit several mil- 
lion taxpayers with home offices. 

Home Work That Passes 

By contrast, businesses that generate 
their income within the home office have 
no problem meeting the current IRS regu- 
lations. For example, Traci DeGroat of 
KTDID Marketing & Promotions in 
Manassas works from a home office that 
qualifies as a principal place of business. 
DeGroat, who has three small children, is 
a former corporate promotions manager 
who started her business in 1990 to bet- 
ter manage family and career. 

*Tm very happy at home with my com- 
puter,* says DeGroat "Ninety-five percent 
of my business comes through contacts 
IVe made serving on chamber of com- 
merce committees, but I do all of the work 
at home.* 1 Her children, she adds, "spend 
10 hours a week at day care. This is a se- 
rious business." 

Similarly, anyone using a detached 
structure regularly and exclusively for a 
home-based business should have no 
problem claiming the home-office deduc- 
tion. Many physicians and lawyers easily 
pass the test of meeting clients or pa- 
tients in their offices. 

Areas Of Less Certainty 

Although some types of home business 
present a clear case for a tax deduction, 
there are other occupations that, by their 
nature, can pose harder questions about 
deductibility. Accountant Brown cites the 
example of computer consultants who 
work on some projects exclusively in their 
home offices while other contracts require 
them to be at a clients place of business 
in an office provided for them. 

"I tell my clients to keep a log of how 
many hours they spend in their home < >f" 
fice versus on site with clients," says 
Brown. There's no clear-cut rule on what 
proportion of time you must spend in your 
home office, but if a client is ever audited, 




Keep a 

tar of 

hours spent 
in a home 
office, 

—Tax Accountant 
Karen F. Brown 



at least he'll have documen- 
tation" 

Another gray area is 
telecommuting. Growing 
numbers of employers are 
permitting employees m 
work from home at least part 
of the time, "In theory, em- 
ployees as well as the -self- 
employed can take the home- 
office deduction,* says Brown. 
An employee, however, must 
show that his or her use of a 
home office is for the em- 
ployer's convenience— a standard that tor 
years few if any employees could estab- 
lish," Brown adds. Telecommuting pre- 
sents^ classic case where technology and 
tax laws are not moving in sync," she 
says. 

For those who do qualify for the home- 
office deduction, however, the tax savings 
can be considerable. Sandy Botkin, a for- 



mer IRS attorney and president of the 
Tax Reduction Institute, a firm in 
Germ an town, Md., that conducts tax re- 
search and education, estimates that the 
actual tax savings for a sole proprietor 
with a qualified home office in a $150,000 
home is about $2,500 per year. That in- 
cludes a proportionate share of costs such 
as mortgage interest or rent, depreciation, 
heat, electricity cleaning, insurance, and 
security systems. 

"Many people are afraid I he home-office 
deduction will trigger an IKS audit. ' says 
Brown, *but if there's a tax deduction for 
which you are legitimately entitled — 
and you have the records to support 
the deduction— you should take it. If 
you don't, it's like walking into a store 
and volunteering to pay more for the 
merchandise." ■ 
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HIRING 



Ignoring A Resume Can Prove Costly 



When hiring for key positions, some 
small-business owners simply glance at 
resumes, conduct brief interviews, then 
pick applicants without checking refer- 
ences thoroughly. 

*This can be a serious mistake," says 
DeAnne Rosenburg, a Lexington, Mass., 
management, consultant, "because most 
resumes these days are fluffed up and 
many contain outright lies." Overstate- 



ments on a resumed can be costly for a 
company if a newly hired employee proves 
to be unsuited for the job and has to be let 

m 

Rosenburg, who counsels small firms on 
interviewing and hiring practices, says a 
resume should be used only as a starting 
point for thoroughly checking an appli- 
cants business, professional, and internet 
sonal skills and for determining it there 



Until it hired a rvfvn ncc-chtrkimj firm. Thomas Ohvrtnt's filter- manufacturing com- 
pany Inui hitjh turnover among it* hourly employers. 
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Proven Solutions For The 21st Century 
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ou're talking with your customer answer- 
ing questions and describing your prod- 
ucts. He wants to see some printed infor- 
mation, You scribble his name and ad- 
dress on an envelope, and put a bro- 
chure in the mail. A few days later, you 
remember the client fumble for the address and 
your tickler file reminds you to call back and follow 
up. 

'What do you think of my products? Did you get my 
brochure?" *No< - 

He never got it, It got lost in the mall it came to the 
wrong office. He thought it was junk mail and trashed 
it. Maybe you forgot to send it. It doesn't matter 
what excuse you use, the fact is that you iost a sale. 
In the age of fax and e-mail, you might as well use 
courier pigeons as the post office. Yet marling printed 
material is business as usual for most business owners. 

What about fax technology? If the client asks for 
printed information, you take his fax number, drop 
papers In the fax hopper, and he gets your material 
right away That's better, but It's stiN old-fashioned. 

There is a smarter way to get information to pros- 
pects. Consider this: You give your client your spe- 
cial phone number, The system asks what informa- 
tion he wants and requests his fax number. He keys 
In his fax number and hangs up. A few seconds later 
the prospect gets your printed Information along 
with a menu of additional options. The menu can 
say * Extension 101 is a product price list. Extension 

102 has information on our financing plan. Extension 

103 is the specifications on our deluxe model "The 
customer then calls back for more details Right Now. 
Your customers can get the information they want, 
right now right in their fax machine, or the fax ma- 
chine of their boss. And it happens NOW. That's 
how MarketFAX delivers information 



A New Technology 

MarketFAX Is a new technology from Alternative 
Technology Corporation, Hastlngs-on-Hudsoa N Y It 
combines new computer technology with voice 
cards, fax boards, and easy to use software to cre- 
ate a whole new type of information system. It's a 
better way to deliver information. It is instantaneous. 
It responds to your clients when their Interest for your 
products are at a peak — right when they first see 
your ad. It gives your clients exactly what you want 
them to see. It's an entirely new service and It can 
work for you. It's easy for your clients to use, and 
changes how you get information into the hands of 
people who wont rt, 



Here Is an example: INC. Magazine planned to 
launch a new line of software products. Pressed for 
time, they chose MarketFAX to deliver a 10 question 
survey to customers from their In-house database. 
Using MarketFAX to tally the results, the survey quickly 
revealed that the market was willing to pay over 25% 
higher than what was originally projected. 
'MarketFAX enabled us to establish the precise price 
point for our software products,. * said Jan Splro, 
Director, Product Group, INC Magazine. 

The Complete Package 

OK, so it delivers Information right now. It must be 
hard, NO. The best part of MarketFAX is that It is as 
easy for the owner to use as St Is for the customer 
The system is delivered as a complete package 
based on a personal computer, with a sconner, some 
specialized computer boards and amazing software, 
All you do is plug it in, scan in your documents and 
begin telling people how to get it. 
That's It, It's easy 

To compete in today's rapidly 
changing global markets, savvy 
companies are using this new tech- 
nology to improve communication 
channels with their clients. Now 
when a client asks for more informa- 
tion on your products, you answer, 
"Give me a fax number and you'll 
have it right now" Your customer 
can take care of their own informa- 
tion. Anytime. To Any fax machine. 
When they are HOI You can also 
get prospects' phone numbers for 
your sales people to contact. 



MarketFAX has enough extra ca- 
pacity that you can lease extra ex- 
tensions to friends and other busi- 
nesses to help defray costs. 
MarketFAX can store codes for up 
to 10,000 separate multi-page 
documents. 




President & Founder Tom 
Kadala says "Savvy business 
owners are finding hundreds of 
new uses for this kind of fax 
response technology. 1 



Savvy business owners are finding 

hundreds of new uses for this kind of 
fax response technology, MarketFAX can be a busi- 
ness in Itself. Ask any business leader and they will 
tell you that the 90's are all about competitive ad- 
vantage. The business opportunities for MarketFAX 
are everywhere around you. 

Try It right nowl Call 800-783-7363. Ask for Extension 
168 for information on our Enhanced Fax Services. 
For further details on the MarketFAX system, punch 
in Extension 727. 



Alternative Technology Corporation 

One North Street • P.O. Box 357 • Huslings-on-Hudson, NY 10706 
Tel: (914) 478-5900 • Fax: (914) 478-5908 
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are any potentially damaging secrets that 
have been covered up. 

H I find most small-business owners 
don't thoroughly check applicants' refer- 
ences," says Peter E. Werra, who heads 
an executive-search firm in Waukesha, 
Wis. f "because they are hard-pressed for 
time and don't know how to check what 
people write in their resumes.* 

Says Ed Pendergast, president of 
Symbus Technology, a software company 
in Waftham, Mass,: *WeVe had a number 
of applicants who claimed they had ad- 
vanced degrees and they didn't, and if 
they lie about this, what else are they 
lying about?" 

Hiring someone based on false claims 
in a resume not only weakens a firm's 
work force but also can lead to costly legal 
action. Rosenburg cites an example: a A 
company hired a salesperson to drive 
around an extensive territory, and one 
day while intoxicated, he seriously in- 
jured another person." The company is 
being sued, she says, a because the new 
employee was fired from his last three 
jobs for being drunk, and no one checked 
his references." 

Resume checking can cut down on em- 
ployee turnover by weeding out appli- 
cants who would not work out well in a 
particular company. "Before we hired a 
professional reference-checking firm/ 
says Thomas Oberlin, president of 
Oberlin Filter Corp., an industrial -filter* 
manufacturer in Waukesha, "we had a 
high turnover rate among our hourly 
workers." 

Like most small companies, Oberlin's 
firm doesn't have a human-resources de- 
partment to check out job applicants, "We 
found that a professional interviewer and 
reference checker could save us a lot of 
money over the long haul" he says. 

Fees for professional interviewing and 
reference checking typically run from 
$250 to $500 per applicant, depending on 
the type of job involved and the complex- 
ity of the research. "The fees usually pay 
for themselves by a wide margin,*' Werra 
says, "because it costs a lot of money to 
hire, train, and develop an employee, and 
if someone leaves within a year, you have 
to start all over" 

Professional reference checkers can he 
found in the Yellow Pages under 
"Executive Search Consultants" 

"Its a good idea to get references from 
each [ reference-checking 1 firm you're con- 
sidering," says Werra, "and then talk to 
their clients to see if they're satisfied with 
the screening work that was done." 

—Peter Weaver 

The author is a free-lance business 
writer in Betkessdn, Mi 



INSURANCE 



It Pays To Review Travel Coverage 



Do you think you need special insurance 
to cover theft or loss of a laptop computer, 
luggage, or credit cards when you're on a 
business trip? 

You may already have more protection 
than you realize. 

Most homeowner's and renter's insur- 
ance policies coven within monetary lim- 
its, personal computers and other person- 
ally owned items for policyholders 
traveling anywhere in the world. The 
amount for which most policies will reim- 
burse a victim is limited to 10 percent of 
the policy's personal -possessions coverage, 
less the policy deductible, says Jeanne M, 
Salvatore, a spokeswoman for the 



r 




Insurance Information Institute in New 
York City. For example, $50,000 worth of 
personal-property coverage typically 
translates into $5,000 in theft or loss pro- 
tection when you're away from home. 
Some policies limit coverage of computer 
equipment to $5,000. 

Coverage for items valued above that 
amount can be obtained through a per- 
sonal-articles rider. 

Reimbursements under homeowner's 
and renter's policies typically are based on 
the appraised value of lost or stolen items, 
not their purchase prices or replacement 
costs. Replacement-cost coverage is avail- 
able, however, and can be purchased for 
items that depreciate rapidly, such as 
laptop computers. Replacement-cost cov- 
erage is about 10 percent more expensive 
than actual-cash-value coverage, says 
Salvatore. 

It's important to keep receipts for your 
computer and related gear in a safe place 



I so you can find them if you need to file a 
claim. 

Concerning lost or stolen luggage, fed- 
I eral rules require that airlines reimburse 
■ passengers up to $1,250 per person. 

Travelers who pay for their tickets with a 
I credit card typically receive additional 
j coverage from the card issuer at the time 
of the purchase. That coverage at least 
1 helps to bridge the gap between what the 
Mirlines pay and what the lost luggage 
and contents were worth. Check with 
i your credit-card issuer to verify this en- 
hancement . 
In addition, your homeowner's or 
i renter's insurance might take care of 
losses not covered by 
the airlines' reim- 
bursement 

Under federal law, 
a credit-card holder 
is liable for up to 
$50 of unauthorized 
charges for each lust 
or stolen card. And 
the limited liability 
typically is covered 
by homeowner s and 
renter s insurance 
policies for up to Hi 
cards, or $500, re- 
gardless of the pol- 
icy deductible. 

Missing cards 
should be reported 
to the issuers within 
24 hours, however. 
The issuers then 
block unauthorized 
transactions, assign new account num- 
bers, and issue replacement cards. 

A person who would find it troublesome 
to record credit cards* account numbers 
and issuers' phone numbers— and also 
find it a hassle to notify card issuers di- 
rectly if a card is lost or stolen — can buy a 
"protection plan" for those tasks, notes 
Frances Smith, executive director of 
Consumer Alert, a nonprofit organization 
in Washington, D.C., that promotes edu- 
cation and choice in consumer matters. 

Companies offering such plans charge 
about $25 a year to maintain a list of the 
client's credit-card accounts. A client who 
loses a credit card calls the plan sponsor, 
which in turn notifies the card issuers of 
the loss. To find a company that offers 
such a plan, contact a credit-card issuer 
— Hat Morris 

Th* author is u prr-ltmn tmtcr in Las 



The World's Finest Digital Colors Have A New Name 



icio Color 
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The Future Of Digital Imaging 
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Welcome to the Aficio Color series, From Ricoh. Vibrant 
color that delivers eye-catching presentations. Connccuhle 
color .opicn that turn the world's smallest toner particles into the 
world's finest colors. Digital brainpower that offers a whole new array 
of image-manipulation and document handling options. Effortless, i 
Reliable, Digital. And affordable. Come sec the Afkio Color series from 
Ricoh See what we can't show you here. A real Aficio color copy. 
Call 1 800 63 RICOH. Or online at http://ww.ricoh.com 
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INVESTING 



Are Savings Bonds Good Investments? 



Bif Randy Myers 

Few investments are less sexy than U.S. 
Savings Bonds, Sure, they outperform a 
passbook savings account, but youll sel- 
dom hear anybody bragging about how 
they made a killing in Savings Bonds. It 
simply can t be done. 

Yet Savings Bonds remain pervasive in 
our society. More than 55 million 
Americans, or approximately one of every 
five, own them. The question is, 
should they? 

For anyone with a long-term 
investment goal, Savings 
Bonds may have little appeal 
because they greatly underper- 
form other readily available in- 
vestments, such as stocks and 
many mutual funds. 

Investors purchase Savings 
Bonds, often through workplace 
payroll savings plans, at half 
their face value. Those issued 
since 1965 earn interest for 30 
years, although mast reach face 
value in less than half that 
time. For example, bonds is- 
sued today pay interest at a 
variable rate equal to 90 per- 
cent of the average rate on five- 
year Treasury notes, currently 
5,68 percent. If that rate were 
to stay unchanged, today's 
bonds would reach face value in 
about 12 years. 

Those who have invested in 
stocks, however, have fared bet- 
ter. From 1926 through 1996, 
for example, the Standard & 
Poor's 500-stock index earned 
an average of 10,7 percent an- 
nually, according to Ibbotson 
Associates, a Chicago-based re- 
search firm. Since 1976, it has earned an 
average of 15 percent annually 

Still, U.S. Savings Bonds do have ap- 
peal for some investors, particularly thase 
whose foremost concern is protecting their 
principal. Savings Bonds are safe, since 
they're backed by the full faith and credit 
of the U.S. government. They're also free 
of state and local income taxes, and they 
allow for deferral of federal income taxes 
until the bonds are redeemed 

Also, interest on bonds purchased since 
Jan. 1, 1990, may be free of federal in- 
come taxes if a parent uses his or her 
bonds to fund a child's college tuition, pro- 
vided the family's taxable income is below 
an inflation-indexed maximum. This vh sir-, 
full deductibility ends when income 



reaches $76,250 for a married couple fil- 
ing a joint return, and it phases out com- 
pletely at $106,250. 

Getting Started 

Let's suppose that you like the safety or 
the tax benefits that Savings Bonds offer, 
or that your parents insist on buying 
bonds for your children each year, and you 
need to make intelligent decisions about 
how long to keep the bonds. How can you 




manage your bond portfolio for maximum 
profits? 

Until recently, it hasn't been easy. The 
government doesn't issue monthly state- 
ments telling us what our bonds currently 
are worth, their yield since purchase, or 
their current interest rate. 'For the cur- 
rent rate, call the U,S, Savings Bonds 
Information line, 1-800-487-2663.) 

The Search For Facts 

Getting your hands on the information 
needed to determine such things as the 
value and yield of a Savings Bond can he 
difficult One way to obtain such details is 
to call any of the five Federal Reserve 
banks that serve as Savings Bond centers. 
The hanks that do so are in Buffalo. N.Y.; 



Kansas City, Mo.; Minneapolis; 
Pittsburgh: and Richmond. Va. 

An easier solution— if you own a per- 
sonal computer — is to buy a copy of the 
US, Savings Bond Consultant '$.^i.!Jfp a 
relatively new software program distrib- 
uted through Union information Services 
Inc. in Wall N J. (1-800-7 17-26631 This 
program can tell you (as it told me) almost 
everything you could possibly hope to 
know about your bonds, including their 
current value (which may exceed 
the face value), the interest rate 
that has produced the bond's 
earnings to date, the current in- 
terest rate, the date when the 
bonds stop earning interest* and 
the date of the next, interest post- 
ing. 

The U.S. Treasury Depart- 
ment, which oversees the 
Savings Bond program, offers the 
Savings Bond Wizard— free soft- 
ware that is similar to, though 
more limited than, the U,S, 
Savings Bond Consultant. 
Savings Bond Wizard provides 
current values and current yields 
for bonds as well as other infor- 
mation. The program can be 
downloaded at Treasury's World 
Wide Web site, www.pubUcdcht. 
t was, gov. 

Managing The Portfolio 

Here are more tips for using 
Savings Bonds smartly: 

■ If your child owns Savings 
Bonds, file a federal tax return 
for him or her and declare the in- 
terest earned on the Umds annu- 
ally. As lone as the child's annual 
income remains below $650 per 
year, he or she will owe no taxes 
on the bond interest. And when they're 
older and the bonds have matured, they 
won't owe any federal income tax on 
them. 

■ Cash m your Savings Bonds once 
they reach final maturity; they won't earn 
interest thereafter. Maturity dates are 30 
years from date of issuance for all but 
Series E bonds issued before December 
1965. which have a 40-year life. 

You may not get rich by investing in 
U.S. Savings Bonds, but you won't go 
brake, either. By understanding how they 
work, you can use them to your maximum 
advantage ffi 

Randy Myrrn is a financial writ* r h) 
Datrn P(u 
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A Source Of Funds 
In Search Of Work 



Private investment groups 
may be the amiverfor 
established, jwfitable 
companies that seek 
eocpansixm capital 



By Juan Hovey 



icturt? this: You own a mature busi- 
ness thats profitable and grwing, 
and you're certain that you could ex- 
I pand it even more if you had some 
capital. You can't get a bank loan because 
your net worth is tied up in bricks and mor- 
tar, leaving you with no 
liquidity for a per- 
sonal guarantee. 

You can't get 
venture capital or 
"angel" financing, 
either Venture capi- ^ 
talists focus on start- • ^ 
ups; individuals known 
as financial angels gener- 
ally invest in young compa- 
nies with good track 
records, however brief. 
What to do? 

Kind a PIG— a private in- 
vestment group, PIGs may 
be the best-kept secret in 
small-business finance. If 
you want to expand your 
business, a PIG deal may 
be your ticket. 

Private investment 
groups pool capital from 
pension funds, endowments, 
institutions, private in- 
vestors, and entrepreneurs 
who have cashed out of their 
businesses. PIGs, also called 
private equity groups or 
buyout groups, are (lush 
with money looking for 
work. Steven Galante, edi- 
tor- and publisher of Private 
Equity Analyst, a monthly 
newsletter in Wellesley, 
Mass., says PIGs raised about $23 billion 
last year, compared with the $10 billion 
raised by venture capitalists, 

PIGs invest in mature businesses that 
have shown consistent profits for three to 
five years and that have good prospects for 
growth in expanding markets. These in- 
vestment groups like small to midsize 
firms engaged in manufacturing or disi nl > 
ution but not retailing or sei vices. In deals 



suuling at about $1 million, they buy some 
or all of a company's stock and often raise 
additional cash in the form of loans from 
banks and institutional lenders such as in- 
surers and commercial finance companies, 
Typically, a PIG deal cashes out the busi- 
ness owner, who, having secured his or her 
personal future, stays on to expand the 
business, using the loan funds often 



generating $30 million or less in annual 
revenues. His group has invested $90 mil- 
lion in 15 companies in t he past eight years. 

"All of our money comes from private in- 
vestors— 100 percent of iC Shaughnessy 
says, "Our investors are all retired execu- 
tives of Fortune 500 companies. But we're 
pretty unique. " 
Shaughnessy says that while most large 




A first prhxitp-intwtwmt-ffnrup deal pnnvd difficult hut a 
Com co-founder Sheldon OxtenceiL talking tcith employee 



xecond made a happ*f Hunt <>f AMSOOSott* 

Ed McDonald 



This story is part of a continuing series 
on trays that small companies can locate 
tin ftnanctuy they nerd to rati their 
business* ,v 



brought to the deal by the PIG. As a rule, 
PIGs cash themselves out after five to 
seven years, either through a merger or by 
going public in a stock offering. They seek 
returns of 30 to 35 percent per year 

Because of their focus on young firms, 
venture capitalists and angel investors 
take on bigger risks, and consequently 
they want bigger returns — often 40 to 50 
percent annually 

Tapping Private Investors 

Keith Shaughnessy, president of Boston 
Metapoint Partners* a private equity group 
m Peubody, Mass., specializes in businesses 



buyout fi rms — those concentrating on 
companies with $50 million or more in 
sales — raise their funds from college en- 
dowments, pension funds, banks, and 
other institutions, smaller investment 
groups generally tap other sources 

"When you get into small to midsize com- 
panies with $10 million to $50 million in 
sales, there aren't as many buyout firms in 
the market, and they tend to get their 
money from retired executives, family 
trusts, and wealthy professionals," he says. 
'That's where we like to play We fly under 
the radar when- tbeivs [e>> enmj>eiitiun " 

Such groups invest in companies such as 
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AMSCO Sales Corp., a distributor of spe- 
cialty industrial pi-oducts in Fairfield, N.J. 
Sheldon Osterweil co-founded AMSCO in 
1960 with several partners, one of whom 
held majority control. 
Osterweil has seen the 
company through two 
deals with private invest- 
ment groups. The first oc- 
curred in 1990, when sales 
were $17 million, and the 
second in 1996, when sales 
reached $33 milKon. 

The first deal involved 
$1.2 million in investment 
capital plus $4.8 million in 
loans raised by the invest* 
ment group from Chase 
Manhattan Bank. The in* 
vestors bought out the ma- 
jority stockholder, who re- 
tired Osterweil and his 
managers stayed on, re- 
taining about 25 percent 
of AMSCCs stock. They 
had expected the invest- 
ment group to raise addi- 
tional cash for expansion, but because of 
the economic slowdown in 1990, the in- 
vestors were unable to borrow. AMSCO 
was left with lots of debt and without cap- 
ital for expansion. 

"The deal was highly leveraged,* 1 
Osterweil says. "Chase Manhattan had 
given the investors the bulk of the financ- 
ing, and we had to pay that money back to 
the bank 

"We adjusted to the new investors, but it 
was difficult, especially with the debt." 

In the second deal, a British group 
bought 100 percent of AMSCffs stock for 
$8 million — enough to retire the debt, cash 
out all stockholdei-s, and set AMSCO on an 
expansion path. In the year after the sale, 
AMSCCXs revenues went to S37 million, 
and Osterweil sees more growth ahead. 

*When we did the second deal, the 
British group asked me how long I 
planned on staying," says Osterweil, who 
turns 59 in September I gave them three 
answers: seven or eight years if they made 
a commitment to expand the company, five 
years if they didn't, three years if the deal 
became reminiscent of our first.** 

But Osterweil is so happy with the sec- 
ond deal that he expects to stay on for the 
long haul. "Its going to be fun," he says. 

Groups Of Many Sizes 

Osterweil brokered his first deal through 
a mergers-and-acquisitions specialist, 
William J- DowTiey, president of Green 
Park International, Inc., in Port 
Washington, N.Y Downey had met 
AMSCO"s original majority stockholder 
at a seminar on exploring deals with pri- 
vate m\v>uiKT!t groups 



I he key thing 
is to select appro- 
priate advisers 
...people who 
have done numer- 
ous transactions." 



"PIGs come in many sizes, but because of 
the expenses and the time involved, plus 
their desire to get decent leverage, a trans- 
action has io [atom- a| minimum size/ 
Downey adds. 'The com* 
pany should be worth [at 
least] $10 million, and it's 
often easier to do a trans- 
action with a $30 million or 
$40 million business. The 
investment itself can range 
from $1 million on up." 

Some groups bring only 
cash to the table, Downey 
says. Some also bring ex- 
pertise, focusing on bus- 
inesses familiar to their 
members, some of whom 
take seats 



— Steven Elek, 
Coopers & Lybrand 



on the com- 
pany's board. 
Deals with 
private invest- 
ment groups 
are generally 
put together 
and managed 
by specialists in 
mergers and acqui- 
sitions; many are veterans of 
big investment-banking houses such as 
Morgan Stanley and Goldman Sachs. 

Control And Costs 

Private investment groups don't assume 
operating control even when they buy a con- 
trolling interest in a company, so good man- 
agement is a crucial element in a deal, "The 




cardinal rule is management in place that 
can grow the business profitably in a rela- 
tively short time," Downey says. "Many 
groups would prefer an A-plus manage- 
ment team in a B company over a B team 
in an A company." 

Steven Elek, a partner in the Coopers & 
Lybrand accounting and consulting firm 
who runs its national corporate-finance 
practice out of Philadelphia, says investors 
want to see experienced management run- 
ning a firm earning 15 to 20 percent a 
year— and able to earn 25 to 35 percent. 

It takes six to 18 months to put together 
a deal, Elek says, and costs vary according 
to the complexity of the transaction. A $10 
million deal could cost $340,000, including 
§100,000 to $200,000 for the mergers-and- 
acquisitions adviser, $30,000 to $100,000 
in legal fees, and $25,000 to $40,000 in ac- 
counting fees, 

"Die key thing is to select appropriate ad- 
visers/ Elek says. "You want people who 
have done numerous transactions in your 
ow n industry sector. The\ must understand 
the issues, haw a good feel for potential 
buyers and for possible financing sources, 
and come to the table with technical exper- 
tise in structuring and valuing a deal," 

Elek cautions that owners often have in- 
flated notions of the value of their compa- 
nies* "So its important to have advisers 
with solid ideas for valuing the business," 
he says, adding, "You have to have realistic 
expectations." ffi 

Jn(itt Hort'tf is a fm-Iftttn trr/Ur hi 
Thontuwd Qtik*. Calif 



Putting Together A Deal 



It takes digging to find the resources you 
need to do a pri vat imii vestment-group 
deal, PIC*' reputations spread by word of 
mouth through a small number of merg- 
ers-and-acquisitions consultants nation- 
wide, so you won t find the groups listed in 
your local phone book. But they're out 
there, and they want to do business. 

The Directory of Butjuut Fimiucing 
Sn>t f rt'>; an annual volume available for 
$295 from Security Data Publishing, Inc., 
(40 W 57th Street, 11th Floor, New York. 
N.Y. 10019; 212-765-5311) lists about 750 
investment groups active in the United 
States, including PIGs, venture 1 capitalists, 
and angel investors The director} provides 
contact names and numbers, details capi- 
ta] under management, and specifies in- 
dustry and geographic preferences, among 
other data. 

You also need top- flight legal and ac- 
counting advice well beyond that of most 



lawyers who draw up contracts and most 
accountants who audit books. And you 
must have an experienced mergers-and- 
acquisitions broker to negotiate your deal 

Most national accounting firms run cor- 
porate-finance practices to which your CPA 
can refer you. The legal help you need 
tends to be headquartered in big cities 
such as New York. Boston, Philadelphia, 
Chicago, San Francisco, and Los Angeles. 
Your lawyer can track down the names of 
three or four specialists for you. 

The people who have the expertise you 
need generally know one another, so one 
contact leads to another, including a 
mergers-and-acquisitions broker — per- 
haps the most important nioml>er of your 
team. Keep digging until you find people 
with whom you can work. It takes up to 
18 months to do a deal, and you will 
spend lots of time rubbing elbows with 
those involved. So get comfortable. 
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h Get The Recognition You Deserve. 

1998 Deadline: October 17, 1997 



You've worked hard to get your business where it is. 

Wouldn't it be great to be recognized for your accomplishments? 



Apply for The Blue Chip Enterprise Initiative today. 



Opportunity 

prestigious national award was established in 
VM) and recognizes businesses of 5 to 400 employees 
that have overcome adversity to become successful 
Up to four honorees $am chasen annually from each 
state I »y an in<lej>en<lerit panel of judges. From these 
200 honmws, lour an* chosen as national honoives. 

To Request An Application: 

■ Call tnl! five. 1-NIHI-FOR-lM 'HI [ l-NIXI-Mtw-^U I 

■ Send ;m e-mail In: hluechip " naii<>nshiisiness.oi^ 

■ Write to: MassMutual, HO. Box 204S, 
HurtmnUTlKilM 

Or you may complete the application on-line at: 
o')nr.)itit!<)itsbiisi)/i'ss.t)r(/:bht(Tliii).lih)il 



Benefits 



I Extensive publicity and networking opportunities 
I A one-year membership in the U.S. Chamber 
of Commerce 

I Coverage in Nat ion's Business magazine 
I Featured in a case-history book, himgkts and 

I uspiivtion.s: Han- Hrtsh/t sw s Snmrd 
I Selected honorees profiled on the First Business 

daily television program 
I A three-volume video library highlighting the 

Fim Business Blue Chip broadcasts 
I An all-exjiense paid trip for two to Washington, 

DC, fm- national honorees to be recognized at the 

U.S. Chamber of Commerces Annual Meeting 



Don't Miss This Opportunity! 

Send Your Completed Application By October 17. 
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Costly Numbers 
In Workers' Comp 



Insurers' misclassification 
qf workers can instate a 
company's premiums, so 
owners should pay close 
attention. 



Il.j stf'jfiff-u Blakehj 



Whats in a name? For machine- 
shop owner George Bartusek Sr., 
about $75,000. That's the refund 
he recently received for workers' 
compensation insurance premiums after 
he fought for reclassification of his workers 
at Drill Rod and Tool Steels, Inc., in 
Franklin Park. 0L 

For years most of his 18 employees had 
been improperly classified as "iron and 
steel workers." Bartusek says. 
By persuading his insurance 
company to reclassify them 
more accurately as "precision 
machinery workers,* he col- 
lected a decades worth of pre- 
mium overpayments. 

That change, which took 
years of persistence and the 
help of a consultant, also cut 
Bartusek s annual bill for 
workers' compensation insur- 
ance almost in half. 

"Iron and steel workers are 
the Iron monkeys' who build 
skyscrapers. But were a preci- 
sion-grinding shop, with highly 
trained machinists doing very 
ck>se-tolerance stuff" Bartusek 
says, explaining the radically 
different nature of the metal- 
working jobs. Some of his em- 
ployees are "high-school kids 
wrapping boxes" as stock han- 
dlers, Bartusek says, and the 
wrong classification forced him 
to insure them at the same rate 
as "someone hanging off steel 
beams 40 stories above the 
ground" 

Bartuseks experience de- 
monstrates why all businesses, 
large and small, need to pay 
close attention to how their 
jobs are classified for workers* 
comp insurance. Under the 
workers' comp systems in all 
50 states, each job is assigned 
a particular rating — and a 
particular premium — based 
on an estimated level of risk. 
Thus, companies can waste a 
lot of money if their workers are placed in 
an undeserv edly high risk category 

Similarly, insurance costs will fall below 
their proper level if a company's workers 



are assigned an unreal istically low risk 
category. Such mistakes can lead to a host 
of other problems that ultimately can jeop- 
ardize the financial underpinnings of a 
state's workers' compensation system. 

One example of workers' comp under- 
classification came to light last November, 
after an explosion injured 14 employees at 
a munitions plant operated by Talon 
Manufacturing Inc. in Alpoca, W.Va. The 
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plant dismantles old military ammunition 
and recycles the gunpowder. But the state- 
run workers* compensation fund ranked 
the firm's workers in the same relatively 



low risk category as employees at amuse- 
ment parks and golf driving ranges. 

If the company had been classified as "ex- 
plosive manufacturing and operations/' it 
would have had to pay the state an esti- 
mated $1.25 million more in workers' comp 
insurance premiums since the .-ran of its 
operations in Wesl Virginia in 1992. 

State officials attributed the misclassifi- 
cation to confusion over the company's ini- 
tial application for workers* 
comp coverage. The state sub- 
sequently created a new cate- 
gory — foundries and small- 
arms m a n ufact \ i r< - rs —for 
Talons workers, which raised 
the firm's annual premium by 
39 percent 

Experts say undercl ass ifi ca- 
tion i s one of the reasons that 
West Virginia has a deficit of 
about $2 billion in its workers* 
compensation fund. 

"Misclassification is a prob- 
lem that cuts both ways," says 
Ed Welch, an East Lansing, 
M icii.. attorney and the author 
of On Woi kei * ( Joi 1 i j#' i tm tkm, a 
monthly newsletter. Business 
owner's who ignore the issue 
"end up paying higher premi- 
ums," he says, while insurers 
who don't collect appropriate 
premiums "have to spread the 
loss among all employers." 

How Classifications Work 

At its com. workers* compensa- 
tion is a state-mandated, no- 
fault insurance system for 
workplace injuries and ill- 
nesses. By providing workers' 
comp coverage, employers are 
shielded from liability lawsuits 
filed by employees who suffer 
job-related injuries or ill- 
nesses. 

In return, workers are as- 
sured of coverage for job-related 
injuries or illnesses — coverage 
that includes medical expenses, 
rleatii l>eiielils, partial recovery 
of lost wages, and vocational rehabilitation. 

The fundamental concept that different 
jobs have different exposures to injury or 
illness led to the practice of classifying 
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•Service Dimension 
In LTL Transportation 

Exclusive Service. . *The fastest nonstop routing direct to your customer's door, exclusive use of a 
Roadway trailer, one of the largest expedited fleets available, and a dedicated critical shipment coordinator. 
Priority Service. . .Expedited service through our network for on-time delivery every time. 
Each service level is backed by a 100% on-time delivery guarantee. 
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c 1997 Ro»dw«y L*prc», Inc. AH Right* *«**v«J 



42 



INSURANCE 



Nation's Business September 195)7 



workers according to risk. The classifica- 
tions are the starting point for determin- 
ing how much in insurance premiums a 
company will pay for each job. 

Most job classifications are determined by 
the National Council on Compensation 
Insurance fNCCIl in Boca Raton, Fla. The 
council, established in 1923, is funded by in- 
surance companies and acts as the indus- 
try's centralized rating bureau. The organi- 
zations classification system is used by 37 
states and the District of Columbia, and it 
often influences the other states, which rely 
on independent rating bureaus or their own 
state-run classification svstem. 



for the underwriter examines the com- 
pany's payroll to determine the final "au- 
dited premium," which is the amount the 
company ultimately pays to the state 
workers* comp fund or the private insurer, 
depending on the slate. 

In most states, businesses purchase 
workers' comp coverage through private in- 
surers. Thirteen states have both state and 
private insurance funds. Six "monopoly" 
states (West Virginia is one) maintain ex- 
clusive control over workers* comp insur- 
ance. 

The job-classification process typically 
begins when a company contacts an insur- 



Rellecting Differences 

The NCCTs classification 
"bible," known as the Scopes 
Manual, is a highly specific 
description and rating of 
more than 700 types of jobs. 
The number of classifica- 
tions has grown steadily as 
the workplace and the econ- 
omy have evolved Software 
programmers and computer- 
chip makers, for example, 
got their own classifications 
in 1992. 

The NCCI constantly re- 
views and changes its man- 
ual "to identify those clarifi- 
cations that no longer seem 
viable and to create new clas- 
sifications that may be 
needed," says David 
Cavanaugh, the NCCIs man- 
ager of product underwriting. 

lb arrive at an initial esti- 
mated premium, each type of 
job is given a classification 
code and a premium rate ex- 
pressed in cost per $100 of 
pay For example, clerical 
workers ' NCCI Job Code No. 
8810) mav be assessed 29 
cents per $100 of pay, while a ^ * ATKm 
driver (Job Code No. 7380) may be rated at 
$7.61 per $100 of pay I In the above exam- 
ples, a secretary earning $20,000 would cost 
a company $58 a year in estimated premi- 
ums, while a driver earning $35,000 would 
cost $2,663.50.) 

Sawmill workers, miners, and roofers 
are among the highest-risk employees and 
thus have the highest prenuums; office 
workers are among the lowest. 

The initial estimated premium is then 
modified by the insurer or rating agency 
| depending on the state J to account for the 
employers safety record and several other 
factors. These calculations determine a 
company's "total estimated premium" for 
the coming year and are spelled out in the 
premium statement. 

At the end of the policy year, an auditor 



Premium Costs: 
One State's Examples 

Estimated Workers' Comp Premiums 
Per $100 Ot Pay For Companies In Iowa 



Long-Distance Truck Driver 

$7.61 
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ance agent for genera! business coverage- 
Agents are knowledgeable about workers* 
comp requirements in their states and are 
often the ones who make the initial caJl on 
classifications based on the company's pay- 
roll, job descriptions, business operations, 
and workplace-safety experience* That in- 
formation is later reviewed by the under- 
writer <a private insurer or state agency, 
depending on the state i or a rating bureau, 
which then sets the classifications and caJ- 

I culates the rates for the state where the 
jobs are located. Each state sets its own 

I premium rates. 



Settling Disagreements 

If a company disputes a job classification, 
the appeal process usually works its way 
through I he a^ent to the underwriter, who 



generally will send an inspector to examine 
the office or facility Further appeals can 
draw in a rating- bureau re\iewer 

The Final arbiter is a state-level workers' 
compensation appeals board, consisting of 
representatives from business, labor, in- 
surers, and state government 

Edward Priz, the workers' comp consul- 
tant who helped Bailusek of Drill Rod and 
Tool Steels win his full refund of excess pre- 
mium payments, says the vast majority of 
job misclassifications result in higher 
rather than lower premiums. "Manufac- 
turers and contractors in particular have a 
serious problem with classifications" says 
^^^^^ m Priz, a partner with Advanced 
I Insurance Management Inc. 
of Riverside, III., and the au- 
thor of Com vpControlr-The 
| Secret* of Reducing Worker** 

C'niljH nstttoni Cnsls (OaSJS 

Press, $19,95). 

The NCCTs Cavanaugh 
says there are no reliable sta- 
tistics to indicate whether 
most adjustments are higher 
or lower *We have no motiva- 
tion to go up or down in clas- 
sifications," Cavanaugh says. 
"What we're interested in is a 
detailed description of the 
business and the business op- 
iTatton in order to come 
up with an accurate classifi- 
cation/* 

Experience Modifiers 

In addition to job classifica- 
tions, the "experience modifi- 
cation factor" plays a big role 
in determining what a com- 
pany pays for workers* comp. 
The experience modifier is 
the carrot-and-stick ap- 
proach to workplace safety. 

"You shouldn't have acci- 
dents at all. If you don't, you re 
rewarded* by the experience 
modifier, says Peter van Aartrijk, 
spokesman for the Independent Insurance 
Agents of America in Alexandria, Va. "If you 
do, you're penalized." 

The "experience mod" as it is called in 
the insurance industry, id a numerical ex- 
pression of a company's accident and in- 
jury record compared with the average for 
the firms industry An experience mod of 
1.0 means a company lias an average 
safety record, while an experience mod of 
0.80, for example, means a company has a 
good safety record that merits a 20 percent 
discount. An experience mod of 1.20 means 
the firm's accident rate is above the indus- 
try norm and raises a company's coats by 
20 percent. 

A single accident — or even a notice of a 
workers' comp claim— can raise the expon- 
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ence modifier, which in turn increases the 
premium* Insurers commonly create a "re- 
serve fund" to cover anticipated claims, 
which raises premium caste for the insured 
company. The premium can he lowered 
Inter if the final claims arc significant I v less 
than the reserve fund. 

Former insurance agent Bob Hereford, 
owner of Cumberland Consulting Co. in 
Waycross. Ga. T specializes in helping com- 
panies win refunds of experience-modifica- 
tion fees. He describes one case in which 
an employcf diet! a I wnrk of a h^art attack, 
which later was ruled 
to be unrelated to the 
worker s job. 

Because the worker's 
estate had indicated it 
would file a workers' 
comp claim, the insur- 
ance company created 
a $70,000 reserve and 
raised the experience 
modifier The reserve 
fund was never used, 
however, and Hereford 
won the company a re- 
fund of the reserve. 

"Employers who don t 
check the accuracy of 
their experience ratings 
every year are in the 
same position as letting the IRS do their 
taxes," says HerefoixL "The data that insur- 
ance companies use change every* year" 

Premium Fraud 

Because workers' comp insurance can be 
costly, especially for companies in high-risk 
businesses or with had safety iwwtk some 
business owners are tempted to cheat. 
Dolilx>nitel\ misclassifviii" or underreport- 
ing the number of workers is considered 
"premium avoidance"— a felony 

"Classification fraud is one of those 
things that has lingered in the industry," 
says van Aartrijk erf the insurance agents 
group. "But it will get discovered, espe- 
cially if there's an injury." 

Recently, for example, a CEO in Mas- 
sachusetts received a 1 1 1-year prison sen- 
tence for defrauding the state workers* 
comp pool of $4.2 million by deliberately 
concealing the true number of company em- 
ployees and underreporting payroll to lower 
the company's workers' comp premium. It 
was the states largest case of workers' comp 
fraud ever. 

According to the Coalition Against 
Insurance Fraud, an insurance-industry 
group based in Washington, D.C, there are 
no reliable estimates of how much money is 
lost to workers' comp premium fraud The 
major type of fraud in the workers' comp 
system, the coalition says, involves workers 
who file false injury' claims to get out of 
work. Such false claims account for at least 



$3.5 billion a year in losses nationwide, ac- 
cording to the coalition. 

Daniel Johnston, executive director of 
the Massachusetts Insurance Fraud 
Bureau, estimates that more than 80 per- 
cent of workers' comp fraud cases in his 
state involve false claims by workers, 
while less than 20 percent result from pre- 
mium fraud by companies. Yet *the money 
I involved is about equal," he says. 

Johnston notes that companies can get 
tripped up in some unexpected ways if ■ 
thev try to avoid workers' comp premiums 

' illegally. "We get a lot 

of help from the state 
workers" comp rating 
bureau/ he says, "but | 
also from labur unions 
or other companies 
that may have lost oul 
on a bid " 



" Employers who 

don't check the accura- 
cy of their experience 
ratings every year are 
in the same position as 
letting the IRS do their 
taxes." 

— Consultant Bob Hereford 



Protecting Your Interests 

Mistakes in classifying 
workers can arise 
simply because even 
the people who run 
w orkers' comp systems 
don't always under- 
stand i htm according 
to Cumberland Con- 
suiting's Hereford. 
"One of our biggest challenges is getting the 
insurance companies to understand the rat- 
ings and how they are properly applied." 

How can employers ensure that their 
premiums are fair and accurate? 

Experts recommend that business own- 
ers obtain a working knowledge of how 
their premiums are calculated, paying spe- 
cial attention to job classificat ions and ex- 
perience modifiers. Workers* comp consul- 
tant Priz offers these suggestions; 

■ l)u noi assume that your job elnssiii- 
cations are correct, especially if they 
haven't changed for a long time, 

■ Talk with a classifier in your stale 
Describe your operations in detail Check 
the written descriptions of the job classifi- 
cations. If your library doesn't have a cur- 
rent Scopes Manual or state classification 
list, your insurance agent can probably get 
you the necessary information, 

■ ("heck the premium rates, especially 
for alternative classifications, with your in- 
surer or state workers* comp agency. There 
may be a fee Tor this information. 

Business owner Bartusek, who won re- 
imbursement of $75,000 in overcharges, 
says he went to the local library to re- 
search the NCGs job classifications and 
demanded a reinspection of his plant by 
the NCCI when the first review didn't sat- 
isfy him. "You have to be tenacious and 
gore of your facts " Bartusek says. "Don ! 
take no for an answer the first time 
around." M 
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MICA IV Accounting Software 
[ your data is "Year 2000-Ready w — so 
I when the calender rolls over to the 
i next century, your business won't be 
left behind in 1999. 

Rated # 1 by Software Digest for its 
power and ease of use. MICA IV 
allows you to manage your 
accounting information with the 
touch (or click) of a button. 

On-line help, inquiry windows, and 
our outstanding support team keep 
you working fast and efficiently, 

Extensive management exception 
reporting puts essential business 
information at your fingertips. 

! Since 1982, MICA has set the 
standard in efficient easy-to-use 
accounting software, By combining 
! the power of a sophisticated high -end 
I system with the simplicity of an entry- 
level system, MICA IV provides the 
management edge needed for the 
next century. 



VISIT OUR WEB SITE 
FOR FREE SOFTWARE! 
http://micasoft.com 
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To Customers 
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Many firms mow choose to 
distribute their products 
through rejyresentatives 
who sell one-on-one or 
through home parties. 



By Dale D. Buss 



I 



f she's done it once, she's done it 
458 times — literally. But on a 
sunny June evening in the flower- 
splashed back yard of a home in 
Menomonee Falls, Wis., Mary 
Adashek is using all her enthusiasm 
to demonstrate the patented peeler- 
corer-slicer marketed by the company 
she represents, Pampered Chef 

Over a card table, Adashek uses the 
gee-whiz tool to prepare fresh apple 
rings, to spiral-slice fillings for pie. to 
ready apples for the dehydrator— even 
to peel potatoes and create curly fries. 

"I wish I d had this all the year* I've 
been making apple pies," says one 
convinced customer among the half- 
dozen women who have accepted 
homeowner Laurie Barker's invita- 
tion to see Pampered Chef products 
and to socialize. 

By the time Adashek is done for the 
evening and leaves for her home in 
nearby Cedarburg, she has sold about 
$400 worth of trizmos. including the 
apple tool, clay "baking stones " and 
measuring cups with a plunger so 
butter won't stick to the inside. Add 
that amount to the more than 
$250,000 in Pampered Chef sales she 
has rung up the past four years. 

Adasheks earnings from the 
evening are about $100, below her av- 
erage 1 if about ^ 1 2-1 Hut h> nrranunnj 
with hostesses to appear at about 10 
such parties a month and by reaping 
commissions from other "sales consul* 
tants" she has helped establish, Adashek 
netted more than $17,500 last year— 
"enough to pay the mortgage," she says 

And that doesn't count the free trips she 
gets: all-expense-paid sales-reward jun- 
kets that Adashek and her husband, a 
property manager, have taken to London, 
San Diego, Disney World, and Alaska. 
Hawaii beckons next year. 

The more people I share this with, the 
more benefits there are for myself, yes," 
says the 33-year-old Adashek, a former 
cardiovascular technician who likes to be 
able to stay home during the day with her 
4-year-old daughter, Sarah. 'But we also 
offer people a way to make life in the 
kitchen easier and more enjoyable. ... And 
people love these productaT 
Indeed, as.Vla-hnk cbmbs the ladder of 




By selling Pampered Chel kiu-la ><■ i>tit<hicts at home 

$If\~>tJU last mar—'niottgh to patj the wtttiyagr. " 
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success, she actually is doing a lot more 
than selling kitchen implements and en- 
larging the family budget: Sties huilding 
her own micro-enterprise while promoting 
a business opportunity for other women. 
She is one of the more than 7 million 
Americans who work, mostly part time, as 
sales representatives for companies— such 
as Pampered Chef Inc., hased in Addison, 
111. — that rely on mult ilevel marketing. 

Such marketing— also known as MLM, 
direct selling, or network marketing— is 
being used by a growing number of compa- 
nies to get their goods into the market- 
place without the expenses of advertising 
or staffing a sales department. 

Each MLM sale* representative is, in ef- 
fect* a business owner working as an inde- 
pendent contractor for a company that may 



have few "reaP employees. Reps earn com- 
missions on their own sales. They also 
share commissions with the "uplmers " who 
recruited them and manage them. And, in 
turn, they recruit and supervise salespeo- 
ple, called Mownliners," who learn from 
and share commissions with them. Low 
overhead, work-time flexibility, and lots of 
potential are all part of the allure. 

Cosmetics To Cookware 

MLM is booming, with sales reaching an 
estimated $1H billion in HMV the latest 
year for which fi^mvs are available. That's 
up from about $13 billion in 1991, accord- 
im: to the Direct Selling Association, a 
trade group in Washington, D,C. 

Tb be sure. MLM has a highly notori- 
ous side. Some companies create a cult- 
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3-digit number and your fax number. 



World Record Golf Club. New oversize Controller driving iron sets a 
world record from the fairway. The 12.5" model misses world record for a 
driver by one yard. Its patented design reduces hooks and slices and con- 
forms to USGA Rules 830 

WebRamp M3. Give your entire company Internet access through one sim~ 
ple-to-use device. Named Best of Show at Networtdt Interop. the M3 elimi- 
nates the necessity of separate Internet user accounts. Try it for 30 days with 
a money-back guarantee 832 

Trip Foil is always open for business. We provide information for vacation 
and business travel. And we guarantee the lowest air lares! Call for details, 
ATTN: Travel Agents, join our network 828 

Steamatic is a diversified cleaning and restoration business with multiple 
income opportunities, A single franchise fee provides residential and com- 
mercial air duct cleaning, insurance restoration specializing in fire and water 
damage, carpet, furniture and drapery cleaning 825 

Ricoh's Digital Multi-Functional Equipment delivers powerful fax, 
copier and optional printing, scanning and PC faxing capabilities in one com- 
pact unit. To find out more about maximizing your productivity, call today for 
a free brochure 827 

Ryder. Get your own copy of 'fleet cost analysis'" from Ryder, the experts in 
customized leasing. Ryder excels at customer service and offers low overall 
costs. Evaluate leasing vs ownership Call now 855 

Fidelity Investments® has teamed with the U.S. Chamber to create a 
retirement program exclusively for Chamber members. It's called the 
CHAMBERplan. And it's designed specifically for small to mid-sized busi- 
nesses 818 

Picking A 401 (k) Plan. Here's a checklist to help you compare costs, 
review investment options, determine the vendor's reputation, and more! A 
401 (k) plan can be one of the best employee benefits. Call now 823 

Cessna. Tired of the cost and time wasted on commercial airline travel? Find 
out how your company can benefit from using a Cessna CitationJet 880 

Mita Fax Machines. Reduce cost and transmission time. Mita machines 
allow you to scan documents into memory at six seconds per page. Laser 
technology lets you use plain paper for clear, precise images. Three cost* 
effective models available. 884 

Royal Copystar. The RC-2260 copier is packed with features and perfor- 
mance required in todays information age Sixty letter-size copies per 
minute, five on-line paper sources, and "custom edge erase" so you can 
quickly and easily copy checks and odd-size originals. Call for specs 884 

MICA Software. Get the details on a 30-day free trial of live" accounting 
software It s not just a demo version! Use your own data files Get full use 
of our tech support. Call for more information on the MICA Series. 803 

TargetSmart! is the first book to describe how 
database marketing can be used by small busi- 
nesses Using visual aids and a two-year case 
study, the book shows how to strengthen cus- 
tomer relationships and increase sates. 616 



QUALCOMM is a world leader in the design and manufacture of digital 
cellular and PCS phones based on their CDMA technology 831 

Ricoh. Our tree video and brochure will show you the advantages of the 
Aficio Digital Copiers. The Aficio digital line includes an array of models: 
color multifunction, and black and white copiers. 826 

General Nutrition Centers, one of America's most-recognized specialty 
retailers, could also be your best franchise opportunity. You can tap into the 
lions share of the $6,5 billion nutritional supplement market while becom- 
ing part of an international retail chain more than 2.800 strong 824 

MarketFAX. Use this exciting interactive fax technology to get immediate 
results for your small business Call today to find out more information about 
the benefits of this system B65 

NEC. The Corporate Networks Group, a telecommunications industry 
leader, integrates diverse telephone, computer, and video technology for 
businesses of all types and sizes through its FUSION Integrated 
Communications Business Strategy, delivering information in voice, data, 
text, video, and image Call for details 804 

Reprints of Nation's Business cover stones on estate planning, how to 
use the Internet, finding capital, and more These four-color reports are 
handy references or great for mailing to clients and prospects. Call for free 
listings and order information. 829 

GTE. Now your business can rely on a single company - GTE - (or help with 
all your business' telecommunications needs, including woddwide long dis- 
tance. Call today and count on GTE for help 815 

Emkay Fleet Services. One of the top 10 fleer management companies in 
the country, Fifteen management programs to choose from, including open- 
ended operating lease- insurance, safety, maintenance control and full man- 
agement Call today for details and an office near you 809 

Blue Chip Enterprise Initiative. An award program that has honored 
more than 1,400 businesses since 1990 Find out how your business can 
qualify for this program Call for rnforrnation 811 

Ascom Master Mailing Systems. Save money by learning how our new 
postal and shipping scales will make your mailroom more efficient and less 
costly 892 

American Life. Add a valuable life-insurance program to your employee's 
benefit package at no cost to your company 1 It can be handled with payroll 
deductions And it s an ideal supplement to an existing Group Life coverage 
It's portable, too. Call for details 806 

Mancusos Small Business Resource Guide contains names, address- 
es, and telephone numbers of key small business resources. Get answers 
about venture capital on-line services, home-based businesses, legal ser- 
vices, and more! 888 
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Mail Boxes, Etc. The world's largest franchisor 
of neighborhood postal, business and communica- 
tions service centers targeting small business 
owners and consumers Call for more information 
on franchising opportunities 848 
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like environment, motivating sales reps 
to lean on friends and family to join 
them. Dozens of firms have been pursued 
by law-enforcement authorities amid al- 
legations that the companies are using 
pyramid schemes — illegal scams in 
which large numbers of people at the bot- 
tom of the pyramid pay 
money that flows to a 
few people at the top. 
The illegal operations 
typically focus on re- 
cruiting downliners and 
sweeping in their sign- 
up fees rather than on 
selling products. 

The legitimate MLM 
industry takes great 
pains to distance itself 
from these seamy pre- 
tenders. 

More than 1,000 com- 
panies now use MLM as 
their primary distribu- 
tion method, compared 
with fewer than 700 five 
years ago. the association 
says. Personal-care prod- 
ucts such as cosmetics 
and jewelry accounted 
for about 39 percent of 
revenues in the direct- 
selling industry in 1995; 
home and family-care 
products, including 
cleaning solutions and 
cookware, made up 34 percent; services 
such as telephone long-distance plans ac- 
counted for 10 percent; vitamins, weight- 
loss products, and other health formulas, 9 
percent; and books and educational and 
leisure products or services, 8 percent. 

Home is the primary venue of operation, 
and personal relationships are the main ve- 
hicle. About 59 percent of MLM sales occur 
in homes, according to the Direct Selling 
Association; an additional 16 per- 
cent are made over the phone; 15 
percent in the workplace; 5 percent 
at public events such as fairs; and 6 
percent elsewhere* 



sales approach developed so successfully 
by Amway is Excel Communications inc. 
Founded by Kenny Troutt in 1989, the 
Dallas-based provider of long-distance 
phone service grew from a $20 million 
company four years ago to $1.4 billion in 
revenues last year while it fielded an 
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army of 979,000 independent sales reps. 
The company buys huge blocks of long- 
distance time from the big providers and 
resells it to consumers at very competi- 
tive prices. In May 1996, Excel went pub- 
lic as one of the New York Stock 
Exchange's youngest new listings ever. 

A decade ago. when Troutt got into the 
business of reselling long-distance capac- 
ity — after holding jobs selling life insur- 



Two Approaches 

In-person salesmanship is the com- 
mon denominator but MLM 
methodology falls into two basic 
camps: Two-thirds of the companies 
use individual, one-to-one selling, 
the association says, while one-third use the 
home-party method. 

Many MLM companies strive to dupli- 
cate the accomplishments of renowned di- 
rect marketers such as Tupperware. the 
consumer-products company Mary Kay, 
the cosmetics enterprise, and Amway the 
horn e-ca re-products giant. 

One company that takes the one-on-one 



.i 

I wasn't thinking of making a business out of 
it I was just looking to get out of the house a lit- 
tle bit and make some extra grocery money/' 




—Heidi Proelrock. 
Regional Sales Manager. 
Longaberger Co. 



ance and working in the construction and 
oil industries — he chose MLM without 
hesitation. Most Americans obviously 
knew how to use their phones, he rea- 
soned, but "nobody really understood their 
rates, nobody really cared what company 
they were with" 

As long as the price is right, he de- 
duced, many phone customers would 



rather let a relative or friend pocket sales 
commissions from their purchase if it's a 
purchase virtually everyone is going to 
make anyway. 

Troutt also correctly concluded that 
sales reps prefer not having to manage an 
inventory. 



A Way That Works 

Robert Montgomery has 
built Reliv International 
Inc. into a huge organi- 
zation in less than 10 
years via one-to-one sell- 
ing of the firms line of 
about 25 nutritional sup- 
plements and weight- 
loss products, such as 
Cellebrate. It is a powder 
that is mixed with water 
to make a drink, and 
Reliv says it has been de- 
signed to "burn and 
block fat, curb appetite, 
and reduce food intake 
... without side effects.* 
The company has more 
than 50, 000 distribu- 
tors worldwide. 

Montgomery says 
he considered offering 
Reliv's line through 
pharmacies, health-food 
stores, even gyms and 
health clubs, but he 
chose MLM because of 
the effectiveness of personal salesmanship. 

"We believe that our products could be 
put in a health-food store or a grocery 
store and just sit there and really not do 
anything but gather dust unless people 
con demonstrate them, and talk to some* 
one about what's in the product, and tell 
them why they should be taking the 
product,* says Montgomery, who is presi- 
dent, chairman, and CEO of the 
Chesterfield, Mo, -based company. 

Such "value-added" selling al- 
lows must MLM companies to price 
their goods higher than they could 
at retail, says Greg Martin, CEO of 
ShapeRite Concepts Ltd., another 
marketer of nutritional products. 
ShapeRite, based in Sandy, Utah, 
has mure than 70.000 sales reps. 

"You need a fairly adequate or 
hefty margin to be able to pay your 
distributors fairly for their efforts," 
says Martin, who founded the company in 
1989 with an imported dietary supple- 
ment Compensation for ShapeRites reps 
amounts to 54 percent of sales revenue. 



Selling In A Social Gathering 

Home-party companies, the other MLM 
camp, typically offer products whose 
sales are enhanced by the strong mar* 
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keting context provided by a social gath- 
ering of women, 

Rhonda Anderson, a Montana home- 
maker, already knew from demonstrations 
she had given that her hobby of producing 
heirloom-quality albums for family photos 
was party -friendly and that it struck a 
strong emotional chord in her mostly fe- 
male audiences. So when she and a friend, 
Minneapolis business woman Cheryl 
Lightle, decided to form a business. 
Creative Memories Inc., home parties 
seemed the right way to go. 

Creative Memories mushroomed from 
six consultants and $20,000 in sales in 
1988 to more than 
15,000 reps and 
$40 million in sales 
last year. The com- 
pany just com- 
pleted a 30,000- 
square-foot head- 
quarters building 
in St. Cloud, Minn. 

The reason for 
this exponential 
growth is a M pas- 
sion that is com- 
mon in the consul- 
tants who stay with 
us," says Susan 
Iida-Pederson, vice 
president of promo- 
tion and communi- 
cations. "You're not 
just selling (cus- 
tomers! a product 
or teaching them a 
skill, you're really 
contributing to a 
tradition they're 
starting, and it 
feels good." 

"Unit man- 
agers" — those with 
several downlin- 
ers — earn about 

$2 r >,000 to $40,000 a year, Iida-Pederson 
says; a small number of managers earn 
$60,000 to $80,000; and the rare superstars 
break $125,000. Some upliners do so well 
that they quit pitching at parties and spend 
all their time managing their corps of reps. 

Longaberger Co,, a Dresden, Ohio, 
manufacturer of baskets, ceramics, and 
other goods for the home, also benefits 
from the warm feelings that home par- 
ties generate. Last year its 38.000 reps 
across the country generated sales of 
more than $500 million. 

Getting Out Of The House 

As a regional sales manager for 
Ln^aberge^ Heidi Proe frock is a certifi- 
able MLM star and another weaver of the 
social fabric in homey Cedarburg, a 
Milwaukee suburb of 10.000 people. 



Proe frock has steadily built her business 
from $8,000 in annual revenues with just 
six downliners 11 years ago, when she was 
a part-time water-aerobics instructor, to 
$40,000 to $50,000 a year net and nearly 
60 downliners in nine states. 

The operation has grown so big that she 
is moving it out of the basket-bedecked re- 
stored farm home where she and her hus- 
band, Steve, a real-estate agent, live. She 
is relocating her business to an old school- 
house nearby that she refurbished as an 
office. 

"When I got stalled with this, I wasn't 
thinking of making a business out of it at 
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all,* says the 38-year-old mother of four. 
I -ike most people, I was just looking to get 
■ )ut i >f the house a little bit and make some 
extra grocery money," 

In fact, the hallmark of some of the most 
successfiil MLM companies is that the 
business aspect, at least initially, seems 
secondary to the participants 1 convictions 
about the good that they're doing. 

TWenty years ago, for example, Lane 
Nemeth wanted to open a store to demon- 
strate educational toys But because par- 
ents were her target, her husband sug- 
gested the Tupperw are -party method. 
Someone else suggested that she reward 
people for recruiting. Now Discovery 
Toys, based in Martinez, Calif., has more 
than 30,000 reps, and it readied Sufi mil- 
lion in sales last year in the United States 
alone. 



"It was all sort of learn-as-you-go," says 
Nemeth, a former teacher, "What I did 
have was this enormous, driving mission 
tf) get parents to understand that the right 
kinds of products, the right kinds of stimu- 
lation ... produce a significantly different 
child. I was not going into business for tin* 
sake of the business/' 

That kind of passion for a quality pi*od- 
uct or service — a commitment that is eas- 
ily embraced by others — is the biggest pre- 
dictor of success for an MLM company, 
practitioners say. 

Successful and reputable MLM compa- 
nies share a number of other attributes. 

Among them: 

They make it 
easy to get in. 

Low barriers to 
entry arc crucial to 
getting a strong 
flow of new reps. 
MLM companies 
rarely set educa- 
tion or experience 
requirements. 

There's no com- 
mitment by the 
contractor to a spe- 
cific tenure, and 
part-time work is 
the norm. 

The average ini- 
tial investment re- 
quired of MLM 
consultants is 
only about $100, 
according to the 
Direct Selling 
Association, and 
its members 
pledge to buy back 
at 90 cents on the 
dollar any resal- 

able goods held by 

reps who want to 
exit the business, IF a company requires 
more than an initial small amount for a 
kit of product samples and other materi- 
als, the association says, it could be try- 
ing to boost its revenues by making con- 
tractors pay in advance for vast supplies 
of goods regardless of whether they have 
customers 1 orders for the products. 

The required initial order for a new rep 
of Biogime International Inc., a Houston- 
based company that sells skin-care prod- 
ucts via MLM. is just S40. 

And instead of asking new reps to 
place orders for a large inventory of skin 
creams that would have to be stored in a 
garage or basement, Biogime set up a 
toll -free telephone line for reps or their 
customers to call in their orders. The 
company then credits ihe rep with the 
amount of the sale and ships the goods 
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directly to customers, who are 
billed directly, 

"This way doesn't prevent dis- 
tributors from having a good on- 
going relationship with cus- 
tomers, but it stops them from 
having to invest in inventory and 
spend unnecessary time deliver- 
ing products, which really is 
downtime," says Julie Martin, 
CEO and co-owner of Biogime. 
Tfou don't want people to regret 
their investment in your pro- 
gram*" 

They make it attractive 
to stay on. 

Most sales reps leave just as 
easily as they arrive. Turnover for 
some MLM companies is 100 per- 
cent a year. 

Commissions, of course, 
greatly affect each company's 
turnover rate because they're 
the only form of compensation 
offered by nearly all MLM com- 
panies. While commission for- 
mulas range widely in the in- 
dustry, consumables such as 
nutritional supplements gener- 
ally carry lower percentage 
commissions than big- ticket 
items such as vacuum cleaners. 
The commissions that sales 
reps receive from downliners 
also vary greatly and can have 
a big impact on contractors' in- 
comes. 

To help stem departures and 
to build their reps into smcess- 
ful sellers, good MLM compa- 
nies produce a wide stream of 
information for reps on the company's 
new products and services, sales tech- 
niques, and other topics. 

The companies also offer regular and 
continual training sessions that are held 
one-on-one or at local, regional* or na- 
tional gathering*. 

Longaberger, for example, starts a new 
consultant with a kit containing printed, 
video, and audio information, including 
sample scripts for recruiting hostesses. 
The company sends out a monthly 
newsletter as well as a separate monthly 
publication that suggests product uses, 
and it hosts a three-day annual national 
convention, including a full day of training 
on sales and recruiting. 

The company aggressively 
discourages hyped claims about 
products and serv ices. 

As independent and largely unsuper- 
vised agents with strong incentives to at- 
tract downliners, MLM reps can be 
tempted to make unsubstantiated or even 
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outlandish claims about their products, 
sen-ices, and incomes. 

Companies such as ShapeRite and 
Reliv have to be especially vigilant in 
educating their distributors to ensure 
that they do not run afoul of recent fed- 
eral regulations regarding health 
claims. These companies' training mate- 
rials and newsletters make clear what 
distributors should not say when pitch- 
ing products. 

The enterprise avoids fast-buck 
opportunists. 

Because business opportunities can ebb 
and flow, some reps become what the in- 
dustry calls junkies" 014 ^poster boys" who 
move from company to company trying to 
get in, and out, at the right, times—often 
taking hundreds or even thousands of 
downliners with them. 

They're not for long-term companies," 
says Bingime's Martin. They're a Hash 
in the pan. It's a big problem in this in- 
dustry." 



The company jealously 
protects its niche. 

The most successful MLM com- 
panies quickly attract imitation 
pixxiucts, often in conventional re- 
tail settings. Consequently, con- 
tinued innovation in products and 
services is essential. It prompted 
Longaberger, for example, to add 
the ceramic bowls, wallpaper de- 
signs, and other housewares to its 
original focus on baskets. 

And Creative Memories has 
acted assertively to protect its 
coattails, urging reps not to sub- 
scribe to, distribute, or promote a 
magazine produced by a firm that 
could become a competitor. 

The firm understands the 
awkwardness of working 
for an MLM company. 

The biggest obstacle for sales 
reps — and, therefore, for MLM 
companies— is the fact that reps 
need to rely on family members 
and friends for sales, at least ini- 
tially Awkwardness often pre* 
vails in these social and personal 
interactions, and the best MLM 
companies help reps work 
through that problem — and re- 
frain from pressuring them into 
feeling like they most turn every- 
one they know into a customer or 
a downlines 

'It requires thai you commer- 
cialize noncommercial relation - 
ships,* says Robert L. 
Kitzpatrick, an industry critic 
and author of a new book, False 
Profits: Swkbig Financial imd 

Sp'int mi! Ihhrt ,-<< h n n < Xhtlti-Lt rrl 
Xlttrketing and Pyramid Schemes \ Herald 
Press, $12.95>- "It means that you will 
approach your son-in-law, your girl- 
friend, your wife, your brother-in-law, 
your next-door neighbor, your cus- 
tomers — you will invite people who per- 
haps you have a very different kind of re- 
lationship with based on trust, based on 
family, blood, love, nationalities, some- 
thing — and you Ye going to convert that 
into ;i business relat ionship/ 

The best way for MLM companies t<> 
avoid the appearance of exploitation is to 
market a highly desirable, thoroughly 
genuine product or service with the ut- 
most integrity— and to let it do its own 
"talking.'" 

"We really are out there as a mission 
company which happens to have a won- 
derful learning opportunity," says Nemeth 
of Discovery Toys. "You'd never come to a 
Discovery Toys opportunity event and hear 
all about the people who got rich. You hear 
about all the parents who got helped/' ffi 
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These suggestions can help 
your company reach out to 
the right customers. 



Bij Hoimrrl Scott 



ver wonder if those direct-mail sales 
pitches you receive are really effee- 
live? Many are— as companies and 
marketing experts can attest. 
Direct mail generated about $390 billion 
in sales last year, according to Nicholas 
Diehl spokesman for the Direct Marketing 
Association, a trade organization based in 
Washington. D.C Sales figures for direct 




mail are expanding, he says, at an annual 
rate of 7.1 percent in the consumer market 
and 10.3 percent in the business-to-busi- 
ness market. Direct mail accounts for 14 
percent or $34.6 billion, of advertising ex- 
penditures in the United States, says Diehl. 

Here are expert*' suggestions for firms 
considering direct mail as a marketing tool: 

Develop a plan. John Morton, president 
of Horton Associates, a Providence, R.L, di- 
rect-mail consultant, says a business 
owner should start by describing the com- 
pany's ideal customer: "Ask what moti- 
vates the individual, What are his buying 
habits? Income level? Age? Work? What 
makes him buy from you? If you don't have 
your customer down right, you'll never oh- 
tain a high-enough response rate." 



Entrepreneur Webster Bull thought a lot 
about his ideal customer before launching 
his first direct-mail marketing campaign 
nine years ago. His two-person firm. 
Memories Unlimited in Beverly, Mass., 
writes family histories. He decided his ideal 
candidate had to have money and the time 
to reflect on life. 
A Harvard University graduate, he ex- 
amined alumni -profile studies nl 
the Harvard Business School li- 
brary and concluded he should 
focus on the school's graduates 
over 70. He bought his first 
Harvard Business School 
prospect list from a list com- 
pany He now sends 
mailings almost 
weekly to 
Harvard 
alumni. 

Get a list Finding 
a good list company 
often starts with the 
Yellow Pages under ^Mailing 
Lists," Lis! companies develop 
databases of names and offer 
customized list packages, such 
as private-school graduates in a 
particular area, consumers who 
buy from gourmet-food cata- 
logs, or medical practices with 
revenue over a certain figure. 

A good list company will dis- 
cuss your needs with you, deter- 
mine exactly what you are try- 
ing to accomplish, and design a customized 
list, says Jeff Johnson, a sales representa- 
tive at AAC.S. Inc/Accudata America, a 
Cape Coral. Fla., list company. 

The list company that you engage 
should deal with your type of customers — 
whether consumers or businesses— and 
have experience with your line of products. 

lists can be rented or purchased. First- 
time users should rent lists to try them 
out. Depending on the list user's specifica- 
tions, a list rented for one-time use might 
cost S50 to $75 per thousand names, while 

a multiple-use list may cost $25 per thou- 
sand names for each mailing. 

A typical first-time mailing for a small 
firm is 3,000 to 5,000 names. A response 
rate of 2 to 3 percent on a direct -mail offer 
is considered good; 1 percent is average. 



Gary Allison, owner of Gazebo Craft, a 
Chicago firm that distributes gazebo kits, 
obtained a list that fell short of his target. 
It had 5,000 names of owners of homes val- 
ued at around $250,000. Says Allison: ^e 
obtained 2 percent inquiries that resulted 
in less than 1 percent sales. My next list 
will include only higher incomes and ad- 
dresses in upscale communities. With this 
finer targeting, 1 hope to do better.' 1 

Create a package offer. The piece of 
mail —the mailer — that you send to a 
prospect should make an impact, but it 
need not lw an expensive blockbuster. Says 
Horton; "Don't sell your product; sell a deal. 
Get right to the point. Avoid baloney Be per- 
sonal. Give the reason why the customer 
should respond. Make it easy to respond." 

Don't give up. Chuck Wells, president of 
the Wells Insurance Agency in Palmyra, 
N.Y., says that when direct mail doesn't 
work for business owners, it's usually "be- 
cause they don't stay with it." Wells sends 
identical postcards every other month for 
up to three years. He explains: "The first 
time, the customer might toss the mailer 
But the third or fourth one. lie might read. 
Then, when he has a problem with his 
agent — an unsatisfactory claim, high 
prices, a Ride clerk, whatever— hell call 
me when he gets the next postcard." 

Make changes as necessary. 

Consultant Horton says that tinkering 
with a direct-mail formula over time is 
what produces success. Memories 
Unlimited, for example, improved its re- 
turn when it began including testimonials 
in its mailings. Wells Insurance found that 
enclosing a reply card was less effective 
than simply including its phone number. 

Total costs of a 3,000-piece mailing 
wmild mine to $l,t:tt, Horton esti- 
mates. List rental would be about 
$225, he says: printing. $550; design 
and typesetting, $150; and bulk-mail 
charges. $510. 

Hut if \ ni i follow the experts' sutfp-st inns, 

you could find such outlays to be money 
well spent w 

ffotrard Scott is n business tenter in 
Pembroke, Mohk 
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Closed Bases, 
Open Doors 



.Scorns of closed military 
installations natimiwide 
are offering business 
people affordable room 
to groiv their enterprises. 



lit/ Steve Hale." 
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In 1993, when the federal govern men t. 
announced that it would close the 
1,800-acre Charleston Naval Complex 
in South Carolina, many business peo- 
ple, politicians, and other local residents 
envisioned their world crumbling. The 
news that 6,000 jobs and a massive amount 
of related business would l>e tost "hit the 
Southern city like a bombshell * says Ben 
Cole, president and CEO of the Charleston 
Regional Development Alliance. 

Two area business men who frequently 
did manufacturing and repair work for the 
Navy installation sat down in a restaurant 
one evening to assess not only their fu- 
tures but the region's as 
well. "We said: What's the 
button to make this place 
work?" recalls Richard 
Gregory, 

Instead of seeing empty 
dry docks and rows of 
aging buildings with peel- 
ing gray paint, Gregory 
pictured a bustling com- 
plex where large indus- 
trial equipment would be 
made and repaired— even 
though such a business 
would be vastly larger 
than his current one. 

His soon -to-be partner, 
Danny Rowland, recalls 
looking at Gregory and 
saying, **You're crazy," 
But Gregory would not 
relent: "Who's better 
suited to do this I than 
us]? 9 * he asked* 

Four years and $5 mil- 
lion worth of capital in- 
vestments later, the two 
watch their leased blue- 
and yellow cranes — huge 
machines once operated 
by Navy workers — move 
tons of equipment across 
docks and into their 
leased buildings adjacent 
to piers at the heart of the 
former base. 

Several businesses 
have followed, providing 
technical assistance to 
Charleston Marine and 
Manufacturing Corp., a 



consortium formed by Gregory, Rowland, 
and another business owner. Other, unre- 
lated firms have set up shop on the prop- 
em since the Na\T completed its depar- 
ture early last year. 

The companies were attracted by the 
ample space, excellent location, and exist- 
ing equipment, and they were recruited 
through an aggressive push by the re- 
gional development agency to revitalize 
the former base. 

More than 2,400 jobs have been created 
i m 1 he installation, and surrounding coun- 
ties also have experienced rapid economic 
development. 



II 




Charleston is breathing ne\s life into an 
old military base, turning a potential loss 
into a gain. But it is not alone. Across the 
country, at a majority of the roughly 115 
major bases that have closed in the past 
decade, business people are finding at- 
tractive niches to establish or expand en* 
tcrprises. And the hoM is yet to come, say 
officials of the federal government, offi- 
cials of base-redevelopment > ncn and 
business people, 

*It's a significant source of opportunity 
to business. And it's only likely to get riper 
in the next two to three years'* as more 
bases recently identified for deactivation 
open their doors to entre- 
preneurs, says John H. 
Alschuler Jr of the New 
York City office of 
Hamilton, Rabinovitz & 
Alschuler. Inc.. a consul- 
tant to several base-rede- 
velopment agencies. 




Impact In All Regions 

Four rounds of base clos- 
ings — announced in 1988, 
1991. 1993, and 1995— 
and other actions by the 
Pentagon have reduced 
the ranks of active-duty 
U.S. military personnel 
by about W(U)(Xl in the 
past decade. 

No region of the coun- 
try has been spared by 
the downsizing. Thirty- 
two states have los! at 
least one major base, with 
California giving up two 
dozen. 

There are plenty of op- 
portunities for renovation 
on installations recently 
deactivated, at locations 
across the country For 
the mast part, local rede- 
Measuring metal plates for 
thick v -ess, Richartl 
(immhine, lefU Ottd 
Fnmk (Mh> of Applied 
I) clinical Scrrirrx, inc.. 
check out a XASA • 
at the Charleston, SJ\. 
shipyard 
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velopment agencies— set up by locally 
elected officials and the military 
branches — are responsible for finding new 
uses for installations that the 
Defense Department has de- 
cided to vacate. 

Some communities have 
moved aggressively to obtain 
government approval to issue 
short-term leases to busi- 
nesses — sometimes years be- 
fore the local agency getB a 
deed to base property and 
sells parcels or leases them 
for longer terms. 

"We don't sit around and 
paint pretty pictures and 
wait for Walt Disney to come 
in " says Jack Sprott, execu- 
tive director of the 
Charleston Naval Complex 
Redevelopment Authority, 
which focuses on the base 
property while the 
Charleston Regional Development 
Ail in nee markets sites across the region. 

Unheralded Opportunities 

Former bases such as Charlestons are pro- 
viding a wealth of opportunities for busi- 
nesses — particularly start-ups and small, 
growing enterprises. Some base-redevelop- 
ment agencies are structuring deals to give 




companies free rent for a year or two if 
they sign a five-year lease. 
But there is risk. Some tenants pay the 
same rent they would 
pay for a similar prop- 
erty off base, and few 
have a guarantee that 
their lease will be re- 
newed after the Defense 
Department sells the 
land to the local author- 
ity. Nonetheless, many 
such redevelopment 
agencies boast about 
how many jobs they 
have created, and they 
want companies that 
will stay and grow. 

Still, few entrepre- 
neurs are aware of the 
opportunities that exist 
on closed defense bases 
near them* says Brad 
Arvin, president of the 
National Association of Installation 
Developers fNAIDi, an organization based 
in Washington, D.C., that is trying to 
spread the word. 

"It's a tremendous opportunity for small 
business," says Arvin. "Tell us what you're 
looking for" 

Arvin and others involved with base 
redevelopment say tbat properties are 
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for small busi- 
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— Brad Arvin. 
National Association of 
Installation Developers 



available now on more than half of the 
major bases identified for closure in the 
past decade. They point out that the 
military might turn over various parts 
nl a single bast- to the local redevelop- 
ment agency over a span of as long as 10 
years and that some rural or heavily 
polluted properties won't be put to new 
uses for 20 years, 

Arvin and the others add, however, that 
the time between the announcement of a 
base closing and the availability of the prop- 
erty for redevelopment is shrinking as mili- 
tary and local officials learn from the expe- 
riences in the first rounds of closings. 

"Everyone is really catching on | to | how 
to do it," says Charles S, "Sid" Saunders, 
who runs the redevelopment agency at the 
former Indiana Army Ammunition Plant 
in Charlestown, Ind, 

"For small businesses— especially ones 
in manufacturing — (a former base) can be 
almost an ideal setting," says Michael 
Closson, executive director of the Center 
for Economic Conversion, a nonprofit 
group in Mountain View, Calif- 
Doug Hinson, whose company, Excel 
Apparatus, repairs motors and other heavy 
equipment, lost 71) percent of his business 
when the Charleston shipyard closed. 
Rather than (bid his Unit, he moved from a 
location near the base to one in its heart 
Instead of the 12,01 Hi square feet of space 



Sources Of Further Information 



These organizations can provide general 
information about business opportunities 
on former military bases: 

■ National Association of Installation 
Developers, 1730 K Street, N W . Suite 
700. Washington, DC. 20006; (202) 822- 
5256. 

■ Air Force Base Conversion Agencv, 
1700 N. Moore St., Suite 2300, Arlington, 
Va. 22209; (703> 696-5501. 

■ Army Base Realignment and 
Closure Office, 600 Armv Pentagon, 
Washington, DX\ 20310; (703) 325-0480. 

■ Naw Base Closure Office, 200 Stovall 
St, Alexandria, Va. 22332; f 703) 325-0400. 

Following are some recently closed mili- 
tary bases where businesses can lease or 
purchase buildings and/or land. Each 
base's former name, listed in boldface 
type, is followed by the name, address, 
and phone number of the agency respon- 
sible for reuse or redevelopment. Some 
arc offering primarily short-term leases; 
rent ranges from negligible charges to full 
market rates. 



ARIZONA 

Williams Air Force Base 

Williams Gateway Airport 

6001 South Power Road. Building 41 

Mesa. Ariz. 85206 

i602j998-1013 



ARKANSAS 



Eaker Air Force Base 

Arkansas Aeroplex 
P.O. Pox 166 
BlvthevilkArk, 72316 
r 870 1 532-2100 



CALIFORNIA 



Alameda Naval Air Station 

Alameda Reuse/Redevelopment Authority 
Postal Directory, Building 90 
Alameda, Calif 94501 
f510J 864-3406 

Castle Air Force Base 

Castle Joint Powers Authority 
3450 C Street 
Atwater, Calif. 95301 



COLORADO 

Lowry Air Force Base 

Lowrv Business Center 

555 Uinta Way 

Denver, Colo. 80220 
(303)343-0276 



CONNECTICUT 



Naval Undersea War Center 

Thames Research & Development Center 
City of New London 
18l" State St. 

New London, Conn, 06320 
(860)447-5270 

FLORIDA 



Cecil Field Naval Air Station 

Cecil Business Pi irk 
400 Citv Hull 
220 E. Bay St 
Jacksonville, Fla. 32202 
1904*630*4787 



ILLINOIS 



Glenview Naval Air Station 

Glenview NAS Redevelopment Project 
2800 Admiral Ewen Drive 
Glenview, II!. 60025 
<K47> 998-9500 
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he was in, he now has 
75.1 MX J. l ustf ul of a crane 
with a 15-ton capacity, his 
company can now handle 
35 Ions. In I he past six 
months, Excel has grown 
from 23 to 33 workers 
and has diversified its 
clienl msier. 

His location gives UK- 
company valuable expo- 
sure, attracting business 
from people who are fa- 
miliar with the site and 
its large, powerful 
equipment- Without the 
closing of the installa- 
tion, "we would never 
have dreamed of the op- 
portunity to come up 
with something like 
this," Hinson >ays 

Nearby, Richard Grum- 
bine's Applied Technical 
Services, Inc., office is 
going through a similar 
expansion. A branch of an 
Atlanta-based cmnpany. Applied does engi- 
neering consulting, testing, and inspection 
work* including highly precise testing of 
engineering equipment used by a variety 
of businesses. 

Grumbine, a regional "tt*P1>flffr for the k 



Grissom Air Force Base 

Grissom Aeroplex 
1525 W. Hoosier Blvd. 
Peru, Ind. 46970 
(317)689-0159 

Indiana Army Ammunition Plant 

Facility One 
11452 Highway 62 
Oharlestown. Ind. 47111 
(812)284-7908 




Rebounding nicely, a cfotodAir base in Limestone, Maine, host* ( 'ham 
ptomhip Sport* Fioori ay's Robert Wntst,,,. .inwU ami RotUhj Thtritmlt, 
moke ^triable basketball flours. 



company, is looking for more employees, 
and he believes that his experience and the 
success stories of other tenants prove that 



the installation and the 
surrounding community 
are not just surviving fml 
thriving. After years of 
relying on the military. 
"Charleston needed to 
evolve into an industrial 
type of at mosphere" with 
a more diversified eco- 
nomic base, says 
Grumbine. 

Good Plans—And Some Lick 

In their use of closed 
bases, some busmen 
people have virtually 
stumbled upon opportu- 
nities they never would 
have imagined. At the 
Indiana Army Ammuni- 
tion Plant, an 8.000-acre 
spread less than 10 
miles from Louisville, 
Ky. f the base-redevelop- 
ment ageuc\ renamed 
the plant "Facility One" 
after the base closed in 
1993 to reduce any stigma associated with 
weapons or lost jobs. Signs were posted on 
perimeter fences urging business people to 
investigate the property, and an open 
house was held. 
A laundry-firm owner toured 




LOUISIANA 



England Air Force Base 

England Economic and Industrial 

Development District 
1611 Arnold Drive 
Alexandria, La 7131)3 
'318)449-3504 



MAINE - 

Loring Air Force Base 

ljoring Commerce Centre 
RO. Box 457 
Limestone, Maine 04750 
'207)328-7005 




KJ. Sawyer Air Force Base 

Marquette County Development 

Department 
417 A Avenue 
Gwinn. Mich. 49*41 
(80S) 346-3137 

Wurtsmith Air Force Base 

Oscoda Office of Economic Adjustment 
5700 N. Georgia 
Oscoda. Mich. 48750 
1 51 7 1 739-6999 

NEW HAMPSHIRE 

Pease Air Force Base 

Pease Development Authority 
360 Corporate Drive 
Portsmouth, N H 03801 
(603)433-6088 



Charleston Naval Base Complex 

Charleston Naval Complex 
Redevelopment Authority 
1690 Tumbull Ave.. Suite NH-47 
Charleston, S.C. 29405 
(803)747-0010 



TENNESSEE 



Volunteer Army Ammunition Plant 

The Volunteer Site 
6703 Bonny Oaks Drive 
Chattanooga, Tenn. 37421 
(423J&55-7256 



TEXAS 



Chase Field Naval Air Station 

Beeville/Bee County Redevelopment 

Council 
400 N\ Washington 
Beeville. Texan 78102 
(512*358-2023 
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building filled with rows of idle sewing ma- 
chines that once were used to stitch pro- 
pelling charges for 155mm howitzers. 
Before long the man was importing fabric 



The loss of more than 5,500 military 
and civilian jobs on the base was "devas- 
tating" to the community, notes Brian 
Hamel, president of the local redevelop- 



and assembling clothing on the site. Other I ment authority. After lobbying and con- 



tenants include a pickle 
packer who expects sales to 
top $1.5 rnillion this year 
and a small firm that 
makes costumes for Elvis 
impersonators. 

Saya the redevelopment 
agency's Saunders: "You 
can start out with a room. 
We ve got offices with desks 
and chairs." Rent is nego- 
tiable, he notes, "You pay 
as you grow." 




Remote Bui Marketable 

Such deals have been par- 
ticularly important in re- 
mote areas. One of the 
most daunting redevelop- 
ment challenges emerged 
in Limestone, Maine, at 
the former Loring Air Force Base, which 
was vacated in 1994. Tbcked against the 
Canadian border in the northeastern cor* 
ner of the state, the 8,700 acres weren't in 
high demand. 



Competition 
among base- 
redevelopment 
agencies seeking 
tenants gives 
small firms lev- 
rage in lease 
negotiations. 



George R Scftlussbery 
Lawyer And Base-Closure 
Specialist 



gressional action, the Air 
Force donated the Loring 
base to Hamel's agency, 
which rechristened it the 
Loring Commerce Centre. 

One of the earliest ten- 
ants was Championship 
Sports Flooring, which 
makes portable basketball 
floors for the Boston 
Celtics and other cus- 
tomers. At first, "I didn't 
have a clue w about what 
the huge base could offer 
business people, says CEO 
(irefjnr Hargrove. After 
moving into a 107,000- 
square-foot warehouse— 
with free rent for the first 
year — Hargrove has this 
opinion about the base: 
"It's a gold mine." 

Base redevelopment has not been 
wildly successful everywhere. At the for- 
mer Eaker Air Force Base in Blytheville, 
Ark., officials realistically expect to re- 



cover about one-third of the 4,200 jobs 
lost when the military left in 1992. 

But Joe Gurley, executive director of 
the installation, now called the Arkansas 
Aeroplex, says ihe base's infrast met lire is 
in good shape and the few hundred work- 
ers who recently arrived represent "a step 
in the right direction." 

George R Schlossberg, a partner in a 
Washington. DC. law firm. Kutak Rock, 
who specializes in base-closure matters, 
says the large number of base-redevelop- 
ment organizations seeking tenants can 
give business people leverage in lease ne- 
gotiations. There is competition among 
bases. Milk it," he advises. 

For Richard Gregory and Danny 
Rowland, trading their modestly 
sized businesses off base for a bigger 
enterprise on the Charleston military 
installation was a gamble that required 
patience and persistence. But neither man 
has regrets, They received so much en- 
couragement from the community — in- 
cluding many people they have known for 
decades — that "it came to be a community 
deal. It became a personal commitment 
says Rowland. 

He adds: "We're real proud of what we've 
done/' rfi 



Imagine Its Yours! 




Attractive. Efficient, Affordable, Expandable. Readily Available. 

Put your business into a (ico structure and enjoy' all of die 
advantages a C 'axo pre-engineered building affords. ( )ptions? 
You iire limited only by your, your architects and your builders 
imagination. Size? You name it! Well 
design to ] / 1 (Sth ot an inch, Cost? 
Remarkably affordable compared with 
any other type ot qualify construction. 

( "hallenge us! We II show you what 
we've learned these past SO years! 

Contact us for a copy of "The 
Gmsintction I iuidcbcxta" 
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MANAGING 



Building A Healthy 
Company Culture 



It cart bring out the best in 
your employees — and 
maybe even save your 
firm's life. 



Hit Michael Htirrirr 



; 



inee Bob Johnstone founded Napa 
Printing & (iraphies (Tenter in 
Napa, Calif.. 16 years ago, the com- 
pany has endured several floods. 
When the waters rose in he recalls, 
the employee attitude basically was i l Give 
me a call when you get the place cleaned 
up/ There was very little assistance." 

hi March 19%. though, when 
Napa Printing was virtually 
wiped out — almost all the fur- 
nishings and equipment were de- 
st roved, with losses totaling more 
than $300,000, most of it not cov- 
ered by insurance — the employ- 
ees' reaction was very different 

Even though Johnstone was 
forced to lay off everyone, 'they all 
came hack on their own time and 
worked day and night/' he says, 
"tearing stuff out and cleaning up. 
The press operators tore their 
presses down and took die motors 
in to have them rebuilt, Spouses 
came in and helped." Johnstone 
was rehiring within two weeks, 
and in six weeks he had rehired 
all but two of his 11 employees. 

"If the employees had said, 'See 
you later/ 1 could easily have 
been discouraged to the point of 
bailing out," he says. *Their sup- 
port made a huge difference." In 
April 1995, just after the flood, 
Napa Printing had its biggest 
BED uith in history, The year as a 
whole also set a record: then, in 
1996, Napa Printing saw a 31 
percent increase in revenues. 

What had occurred in the years 
following the 1986 flood was a 
transformation of the company's culture. Its 
employees, who once saw themselves as di>- 
tinct from the company and their co-work* 
ers, saw themselves as part of a team. So 
impressive was the change that it led to 
Napa Primings heiritf named a Itlue Hup 
Enterprise earlier this year. The Blue Chip 
program is an annual competition co-spon- 
sored by Massachusetts Mutual Life 
Insurance < Y» (also known as 
MassMutual— The Blue Chip Company >. 
the I'S Chamber oj Commerce, Xatimis 
Bum new and "First Business* the 
Chambers syndicated morning business- 
news television pmgnim. 



Every company has a culture, a set of 
values that govern how its owners and em- 
ployees conduct themselves. That culture 
may or may not translate into a common 
effort, from top to bottom. In many compa- 
nies, it doesn't because the culture is au- 
thoritarian; employees simply do what 
their bosses tell them, and no more. 



figure out what needs to be done and then 
get every body to do it." The problem is, he 
says, *a culture is not just one thing. Its 
millions of things 1 * — all the components of 
a company's daily activities, far too many 
for one person to understand or control. 

"In a fast-changing world," Lefkoe says, 
"there's an alternative that, more often 




A healthy culture shotMlx 
Rislfi CEO of Vaxtenu a 



u t i u.s (i "nuftnvl process, ° not ihivvd into vsistenei, mysArjun 
flnn rut 'faint ill $ Yd 



Such a culture may even breed success 
when a company is very small and its 
founder is pursuing a brilliant idea with 
single-minded zeal. But an entrepreneur's 
gtyle— 60 often autocratic— can easily be- 
come "dysfunctional" as a business grows 
larger, warns Barn Phegan. a Berkeley. 
Calif., consultant and the author of 
(h n hnitiuj Your Com jMi lit/ Cultmv: Tfa'Jotf 
of leadership (Context Press, $12.95). 

Morty Lefkoe, head of a consulting firm, 
the Decision Maker Institute in fflrtgOft . 
(Yum > and the author of Rf-nroh Your 

Life \ Andrews & McMeel, $22.95 1, says 
that "most CEOs believe that their job is to 



than not, will be more effective: Get every- 
body else in the organization to do your 
job, while you create an environment so 
that they can do it.* 

It was just such a participatory culture 
that Johnstone tried to create at Napa 
Printing with the help of Napa-based con- 
sultant Bill Truhy, who shepherded the 
employees through training at intervals 
spread over six months, learning how to 
work as a team was especially important. 

In a company like this. - Johnstone says, 
"the work How is very erratic, and it's very 
common to have one department over- 
booked and a couple of others under- 
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booked. You have to have clear handoffs, 
and you have to communicate well, and 
you have to have the willingness to help," 

For his part, Johnstone had to relax his 
grip on the company and let his newly 
trained employees assume more responsi- 
bility; as he says, he had to accept "that not 
everyone was going to make the same de- 
cision I would." 

Johnstone let go, with fear and trem- 
bling." Truby says, "and within a month and 
a half he was able to go on a two-week va- 
cation. The place ran perfectly; every person 
was on time every day. Trust begat trust" 

Now, Johnstone says T he sees evi- 
dence of a team-based culture "all the 
time: I see customer-service people in 
pre-press. pasting up a job; or Til see 
the pre-press people answering the 
phone because they can see that the 
customer-service people have a line of 
people waiting to talk to them." 

At some firms, employee involve- 
ment is more than a concept for im- 
proving the service that customers 
get; as Gerald L Davis says of his 
Denver-based company, DSM Man* 
ufacturing, employee involvement is 
what we provide to our customers." 

DSM — another firm that was des- 
ignated a Blue Chip Enterprise this 
year — is a contract manufacturer of 
electronics hardware; its customers 
come to it with the specifications for 
the parts they want Typically, parts 
go straight to a customers assembly 
line; there's no inspection once the 
parts leave DSM. Davis says: "Our 
customers count on us to make sure 
that the parts are correct. For that 
service, they pay us a premium." 

That means, he says, that DSM's 
60 employees "all must do their jobs 
in a highly self- motivated manner. If 
they didn't have a definite sense of 
ownership for every part that goes 
out the dex>r, Td have a real problem." 

As DSMs example indicates, de- 
veloping a healthy company culture 
is not simply a "feel-good" exercise 
that can be scrapped when the com- 
pany needs to get serious about 
making money. Says Lefkoe: "When people 
have the sense that they're doing some- 
thing worthwhile, they're making a contri- 
bution, you get a level of commitment and 
productivity and quality that goes beyond 
anytiungf that can be stimulated through 
compensation plans or in any other way 

So you own a small business and you 
want to nourish a company culture 
in which everyone cares about the 
company as much as you do. How 
should you go about it? The answer will 
vary with each company with the nature 
of its employees and the demands on them. 



At Vastera, for example, a five-year-old 
firm in Chantilly, Va., that provides soft- 
ware and services for international trade, 
almost all of the 100 staff members are col- 
lege graduates; many have postgraduate 
degrees. At a company like his, says Arjun 
Rishi, president and CEO, developing a 
healthy culture through "a natural 
process" is far more effective than trying to 
force one into existence through slogans 
and posters and the like. 

Because of the demands of the software 
industry, employees may have to work long 
hours for several weeks at a time. What he 




Napa Printing s prajjfag Bob Johnstone* left, <md Jeff 
GeHomes, vice president, mw employee attitudes improve. 



wants, Rishi says> is "an environment 
where people automatically want to do that 
because they feel that the/re making a 
tremendous contribution to the organiza- 
t n m." Company activities involving families 
are thus particularly important, he says, be- 
cause employees so often must sacrifice 
time with I heir families "We want them to 
understand that we do appreciate that " 

On the other hand, training of the kind 
that was so effective at Napa Printing has 
played no part in Vasteras rapid growth 
(the work force has tripled in the past year). 
There's disagreement even among experts 
about how important such training may be. 



i never suggest training to my clients,** 
says consultant Phegan. 'Training rein- 
forces the idea that people have problems or 
people are incompetent.' 1 I le pivlers a sun 
pier approach that firings employees into 
decision making that would have been the 
manager's preserve alone. 

Lefkoe believes that training is always 
necessary "to some extent. People do know 
how to do a lot more than they're given 
credit for, but if you Ye going to eliminate 
middle management" and assign to teams 
the tasks that those managers used to do, 
some training will he unavoidable. 

It all depends on the company. 
Most of DSMs employees are not 
college graduates; training in every- 
thing from reading and mathemat- 
ics to history is correspondingly 
more important. Unlike Napa 
Printing, DSM h;isnt trained its em- 
ployees specifically in teamwork, al- 
though several years ago Davis de- 
voted a series of shop meetings to 
setting up cross-functional teams to 
solve specific problems. 

I nvcn that every company is dif- 
ferent and every company's path to 
a healthy culture will differ accord- 
ingly there are still a few principles 
that will apply in most cases: 

Change has to start at the top* 
The leader of the company has to 
let go. and the employees— acting as 
a team — have to grab hold. u If the 
CEO doesn't want to change,* 
U ikoe says, "I have no idea how to 
make a culture change, even if 90 
percent of the [employees] are for it." 

Think about your culture 
when you're hiring, 

Cmss*ruirctR>nal teams are cen- 
t nil to the successful development of 
software, Rishi says. "If you get in a 
situation where one person in a 
team is being disruptive, it impacts 
not just that team but folks in other 
areas also. That's why it's critical, 
when you're making a hiring deci- 
sion, that the culture fits" — that new 
lines are rm-ptive to working in team.-. 

Two-way communication is critical. 

Talking realistically about your weak- 
nesses and encouraging employees to help 
solve them is one way to build a sense of 
participation. 

"We hold sessions with the emphasis on 
how we ought to be communicating and 
what's lacking," Rishi says if, as an orga- 
nization, you re constantly looking at what's 
missing, I think people appreciate that, be* 
cause they know then that the organization 
is working al getting those things corrected. 
If what they're hearing from senior man- 
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agement ifl that everything's OrL and they 
don't believe it is, you've got an issue on 
your hands" 

If you don't believe in it, don't fake it 

However obvious the virtues of a healthy 
company culture, "some 
owners will try for it and 
not like what they rind." 
Trilby says, "and either 
salxrtage it or go back- 
ward." 

He cites the case of a 
S;sti Fraonsm business 
man "who spent tons of 
money trying to train his 
people to become leaders, 
managers- to be teams, 
to grow, lb use a family 
analogy, he was bringing 
people from infancy up to 
adolescence, and then Hi 
those adolescents wanted 
to fly and he wouldn't let them. He was too 
insecure to let them. So he didn t let go; he 
didn't like what he saw. He actually lost 
alxjut. half his staff and replaced them with 
'children again." 

Business owners who prefer an authori- 
tarian culture may have to get used to see- 



I he thinking per- 
son doesn't want to 
walk through those 
glass doors and be 
told what to do. What 
they want is ... emo- 
tional ownership." 

—Consultant Bill Truby 



ing other companies passing them by, says 
Truby "In America, we've grown up. Most 
people want to be respected— they don't 
want to be treated as children anymore. 
The thinking person doesn't want to walk 
through those glass doors and be told w hat 

_ to do. What they want is 

shared < iwnersh i p— enn >- 
tional ownership.* 1 



A 



s firms grow "more 
"pen and partieipa- 
tive and engaging," 
Phegan says, *they 
start to step ahead of the 
competition, sometimes 
very dramatically.* For ex- 
ample, DSMs revenues 
have doubled, to $5 mil- 
lion, in just two years; the 
60 employees likewise 
represent a doubling of 
the work force. 
Determining how much a more participa- 
tory culture contributes to such financial re- 
sults may be difficult, but to people running 
such businesses, the connection is clear. 
Johnstone says the $12,000 he spent on the 
training provided by Truby "was the best 
investment I've ever made — no contest." ffi 




Study Sheds Light On A Missing Link 



Firms whose employees really care about 
the company and their work "simply be- 
come more competitive," says consultant 
Barry Phegan. Bui data linking that kind 
of company culture to successful perfor- 
mance has not been plentiful A recently 
published benchmarking study St rnvt: nt 
Hie U.S., fills some of the gap. 

The study was based on extensive in- 
terviews at 181 U.S. service companies, 
almost half of them with fewer than aOO 
employees. The idea was to learn which 
service practices U.S. executives consid- 
ered mast important and which service 
companies they l.houghl were exemplars 

"Service companies are notoriously poor 
at benchmarking outside their indus- 
tries," says Richard B. Chase of the 
Marshall School (EBusiness at the 
University of Southern California. He co- 
wrote the study with two other profes- 
sors. Aleda V Roth of the Kenan-Flagler 
Business School at ihe University of 
North Carolina and Chris Voss of the 
Ijondon Business School 

The study a authors identified 55 fac- 
tors as contributing to excellent services 
and the survey's respondents emphasized 
practices that reflect a healthy company 
culture Second on the list (after "accessi- 



bility' 1 — that is, being available to the cus- 
tomer) was openness to employees; not 
far below was effective employee handling 
of service failures. 

There is often a lag between recogniz- 
ing the value of such practices and actu- 
ally putting them to use. the study's au- 
thors say "For example, openness to 
employee ideas is proclaimed, but not ac- 
tively encouraged." and empowering em- 
ployees to remedy service failures may 
come lon£ after recognizing the need for 
such empowerment. But the companies 
identified in the survey as "global leaders" 
in service do everything well 

At such companies, Chase says, "each 
job is linked in some way to every other 
fetf* — nr, to put it another way. employees 
have an awareness of how their perfor- 
mance aflects the company as a whole 
It's just that sort of awareness that a good 
company culture encourages. 

The survey was sponsored by Severn 
Trent Pic, a British waste-water-services 
firm. CEO Vic Cocker says the study likely 
will lead to a hook laying out "the route 
forward" to a higher level of service. "What 
we Ye biking at." he says, "is a standard 
set of parameters" that apply across all In- 
dustrie* and all sizes of businesses. 
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-/franchising 

Several 

Important 

Questions: 

♦ Looking to pursue a new 
business opportunity? 

♦ Want Co promote 
information about your 
franchise' 

♦ Trying to reach potential 
franchisees? 

One 

Simple 

Answer: 

The Franchising 
Special Guide — 
Coming in January 

The Franchising Special 
Guide will give you the 
perfect opportunity to 
reach those who are 
interested in becoming 
involved in a franchise* 

For information about 
Nation s Business 
demographics and ad rates 
for the franchise guide: 

Call 1-800-424-6746 
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The Small Business Advise? 



From Using The Internet To Planning For Retirement Cover Story 
Reprints Help You Manage And Grow Your Business. 
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The Big Switch 

Some small- 
hiiltfliij owners 

see the impact of 
electricity 
dercjpilaliori, and 
others would he 
well-advised to 
knrnv what s at 

state 
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Leadership For 
The New Age 

To meet I he 
challenge of rapid 
change, Sm^ht new 
leaflet's trust be 
flexible yel ril.il] 

draw on deeply 
helrl values. 
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Making The 
Internetwork 
For You 

Theglokil 
computer network 
has sparked at? 'Id 
I rush for the 

lie 

left in The dust. 
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Ties That Bind 

Wise small- 
bugtness people 
aim fur long-term 
relationship that 
benefit VkjcJi buyer 
and seller. 
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Retirement 


Plans 
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Pension Power 

Small firms that 
decide they need 
retirement plans 
now have more 
ways of creating 
the kind that 
mifjht work best 
for them 
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Labor s New 




Biy UtW is 
back— with 
aggressive etTnts 
U, inereasi' uni"ii 
memU'rslnpiind 
political power- 
as id file slakes for 
busmeKs are high. 
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Will Power 




Where There's 
A Will 

It may be true 
that the only 
certainties are 
death and taxes, 
but there are steps 
you can take to 
snlVn the blow 
from the latter. 
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Challenges 
We Face 

Here's why 
<' 'i inures?-, the 
president, and the 
ivst of America 
must work 
together to ensure 
that our nation will 
remain stmniL 
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SPECIAL REPORT ON TECHNOLOGY 



Making A Move 
To Portability 

By Tim McCollmn a ml Albert G. Holzinger 



Manufacturers looking to fill 
the need* of mobile eidrepre- 
neiirs are producing powerful 
electronic derives with attrac- 
tive price tags. 



n-the-go entrepreneurs frequently niusi 
I take their offices \\ ith them. And be- 
I cause they represent a large segment 
^0 of the office-equipment market, their 
need to be both fully productive and mobile 
has led the manufacturers of computers, 
telephones, and other electronic devices 
to design and produce innovative and 
powerful portable equipment and to 
sell it at highly competitive prices. 

The goal of providing porta- 
bility and adequate power to 
meet business people's 
needs also has led to a sub- 
stantial degree of conver- 
gence among mobile 




computing, organizing, and communications 
technologies. This convergence now enables 
small-business people to compute and com- 
municate wherever they are. using one of a 
few coordinated devices and either tradi- 
^ tional wired or new wireless telephone 
networks. 

This special report describes some 
of the latest computing, organizing, 
and communicating tools — 
j many of them hybrid prod- 
ucts — including notebook 
and hand-held computers, 
advanced information or- 
k ganizers, modems, and 
wireless phones. 




Computing 

Todays best notebook computers are 
as capable as state-of-the-art desktop PCs 



1's*ts n1 noiehook computers no longer 
have to sacrifice capability to gain mobility. 
Today's most robust notebooks have sub- 
stantially closed the performance and fea* 
turt- gaps separating them from high-end 
desktop PCs. 

For example, top-of-the-line notebooks 
now generally feature excellent screens 
with either ITT • thin film transistor! or 
active-matrix technology There's virtually 
no quality difference between the two com- 
peting technologies. The screens generally 
are either 12,1 or 13.3 inches measured di- 
agonally from corner to corner Screens— 
often called displays -incorporating this 
technology and of these dimensions are 
comparable in image quality and size to 




the standard monitors forfranctop 

Also standard now on high ead note- 
I looks are desktop-type specifications such 
as 16 or 32 megabytes (MB) of random-ac- 
cess memory (RAM) for fast operation of 
several programs simultaneously, hard 
disks with a huge file-storage capacity of 2 
gigabytes (GB) or more, high-speed 
modems operating at 33.6 or 56 kilobytes 
per second rKbps.i, blazing 10- to 20-speed 
CD-ROM drives, and excellent 16-bit 
stereo sound. 

At the heart of these portables are 
nearly st;ite-of-t he-art Pentium micro- 
processors featuring Intel Corp/s patented 
MMX (multimedia extension) technology 
MMX substantially accelerates multime- 



dia operations such as World Wide Web 
browsing, and it speeds up to a degree 
even ordinary computing tasks such lis 
processing text documents and spread- 
sheets. 

In the office, so-called port replicators 
and docking stations allow the notebooks 
to be conveniently attached like desktop 
PCs to large monitors, printers, scanners, 
and other peripheral devices and to com- 
panies' networks of computers. 
Following are descriptions of a numl>er 
of these extraordinary note- 
books, which run under 
Microsoft Corp, s Windows 
1)5 or Windows NT operat- 
ing systems. (The except ion 
is the Apple PowerBook 
! model, which runs under 
the Mac OS.) The y range 
from ultrathin designs 
| weighing less than 5 
pounds and designed for 
frequent travelers with 
basic computing needs. 

tn workhorse 
Compaq Armada 7750MT mod' 
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multimedia capabilities that weigh a 
pound or two more. Such models are ac- 
ceptable for toting between home and of* 
flee and for occasional travel 

Notebook Computers 

Acer TravelMate 7<W) 
Acer America Corp. 
has acquired the well- 
regarded TVavelMate 

from Texas H^Sff 
Instruments and has ^^^^K^^B 
improved it by t^K^J^^K 
adding unique .Jg^S W 
battery and ^^Rlf^^^^S 
power-man- ^fl 
agement ^fc* '* 
technologies. ^^^r 
The re- ^ 
suit: an Dell Latitude XPi CD M166ST 
unprece- 
dented seven hours of operation on a single 
charge of the lithium-ion battery. The 
TravelMate 7060 is a 166-megahertz 
< MHz \ Pentium MMX system with a 12.1- 
inch TFT display. 32MB of memory, a 2GB 
hard disk, a fast graphics accelerator that's 
perfect for playback of multimedia presen- 
tations or videoconferencing, 16-bit stereo 
sound, and interchangeable diskette and 
10-speed CD-ROM drives. A 33.6-Kbps 
modem is built in. Acer's optional $299 
DockMate III docking station allows the 
user to connect a notebook to desktop pe- 
ripheral devices such as a large-screen 
monitor or a printer and connect to a local 
area network. Retail price: $4,499. 

Apple PowerBook 34<Kkv2 M 
This PowerBook can handle almost any 
graphics or communications chore be- 
cause it features the fastest notebook mi- 
croprocessor on the market— the 
240 MHz PowerPC model from Motorola 
Corp — a 12,1-inch active-matrix display, 
16MB of memory, a 3GB hard disk, a 
33.6-Kbps modem, and an Ethernet net- 
work connector. Also standard are a 12- 
speed CD-ROM, four-speaker stereo 
sound, and multimedia connections for 
videocassette recorders, video cameras, 
and TVs. Retail price. $5,500. 




Gateway 2000 Solo 9100 XL 



ASTAscentiaP80 

The P80 includes the tools most business 
users need, including a 166MHz Pentium 
MMX processor, 32MB of memory, a 3GB 
hard drive, and a 12.1-inch active-matrix 
display. There's also 16-bit stereo sound 
with built-in speakers plus a 10-speed CD- 
ROM drive, which can be swapped with a 
diskette drive or a second lithium-ion bat- 
tery. Peripheral devices or a network can 
be connected using an array of ports and 
so-called PC-card slots or via the optional 
$349 Mini Dock. Retail price: $3,976. 

( ompaq Armada 7750MT 
I The power-packed 7750MT includes a 
12. 1 - inch TFT display, a 166MHz Pentium 
MMX processor, 32MB of memory, a 2.1GB 
hard disk, and an integrated 33.6-Kbps 
data/voice modem that can be upgraded to 
56 Kbps. A MultiBay on the computer al- 
lows users to add a CD-ROM drive, a 
diskette drive, a second hard drive, or a 
second lithium-ion battery. Compaq offers 
an array of docking options, including the 
compact MiniStation port replicator and 
the larger ArmadaStatian with its full 
array of connectors. There's even a sort of 
docking station for the ArmadaStation 
called the Tower Stand, Retail price: 
$5,699. Docking products start at $450, 

Dell Latitude XPi CD M166ST 
Dell didn't skimp on its latest multime- 
dia notebook, a 166MHz Pentium MMX 
model featuring 16MB of memory, a 



For More Information 

Details about the computing products de- 
scribed in this report can be obtained by 
calling the phone numbers below. 

Acer America Corp., 1-800-733-2237 
Apple Computer Inc, 1-800-538-9696 
AST Research Inc., 1-800-876-4278 
Chicago Map Corp., 1-800-257-9244 
Compaq Computer Corp., 1-800-888- 
0396 

Dell Computer Corp., 1^800-388-8542 
Digital Equipment Corp., 1-800-722- 
9332 

Fujitsu PC Corp. 1-800-838-5487 
Gateway 2000 Inc., 1-800-846-2000 
Hewlett-Packard Co., 1-800-322-HPPC 

(1-800-322-4772) 
Hitachi PC Corp., 1-800-448-2244 
IBM Corp., 1-800-426-2968 
Micron Electronics Inc., 1-800-776-4518 
Panasonic Computer Peripheral Co., 1- 

800-742-8086 
Targus Inc., 1-800-390-4622 
Toshiba America Information Svstems 

Inc., 1-800-999-4273 
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1.6GB hard drive, a 12.1- JT^^fc*^, 
inch TFT display, and ttJlSk 
diskette and 12 -speed Jy» g jT^f^g 
CD-ROM drives For gM^XijkJi 
multimedia applica- M. * * **#'r1 
tions. the CD M166ST JML^^J 
features a high- ^^^|ES^fepHl 

graph- ^^^^^^^^^^^B 
ics aceelcj ^LJ* BfcfiSr^ 
ator and 
stereo sur- 
round-sound IBM ThinkPad 765D 
with speak- 

ers. Price: $3,900 direct from Dell 

Digital HiNote Ultra 2000 GTX 5166M 
The HiNote Ultra 2000 features a 166MHz 
Pentium MMX processor, 32MB of mem- 
ory, a 2.IGB hard drive, a 56- Kbps 
data/voice modem, and a lithium-ion bat- 
tery It also sports the industry's biggest 
TFT display — 14.1-inches — yet weighs 
only 5,1 pmi nds and is a mere 1.2 inches 
thick. When users need multimedia fea- 
tures, they merely attach a litfln. thin 
docking device that houses stereo speak- 
ers, a 20-speed CD-ROM or a diskette 
drive, and an array of ports. Retail price: 
$4,999 and up 

Fujitsu UfeBook 6o#>Tx 
The Lite-Book 656Tx is another mighty 
mite, a 1.2-inch-thin, 4.4-pound system 
featuring a 12.1 -inch TFT display, a I 
150MHz Pentium MMX processor, a 2GB 
hard drive, and 16MB of memory. The 1 
LifeBooks Enhancement Unit— a thin, 3- 
pound device that attaches to the bottom of 
the notebook— houses a diskette and a 211- 
speed CD-ROM drive, stereo speakers, a 
33.6-Kbps modem, and several ports, in- 
cluding a network connector. The notebook 
and the Enhancement Unit both contain a 
lithium-ion battery. Retail price: $4,299. 

Gateway 2<MM Solo 9100 XL 
The Solo 9100 XL is loaded with helpful 
features. The 166MHz Pentium MMX sys- 
tem contains a 13.3-inch TFT display, a 
whopping 64MB of memory, and a 3GB 
hard drive. A combination diskette/10- 
speed CD-ROM drive can be removed and 
replaced with either a second lithium-ion 
battery or hard drive. The system handles 
multimedia elegantly thanks to its stereo, 
16-bit sound chip, speakers, internal mi- 
crophone, yame pod, and connectors for 
video sources such as VCRs and TVs h 
also features a o 6- Kbps internal modem 
for fast on-line connections. Price; $5,699 
direct from Gateway 2000. 

Hewlett-Packard Omni Bunk 800CT 
At only 'S3 pounds, the 800CT is the light- 
est of this year's notebooks, yet it s as ca- 
pable as the competition with Us 166MHz 
Pentium MMX processor, 16MB of mem- 
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is full of mysteries. 



Finding a reliable 
copier shouldn't 
be one of them. 



Ah, those ever-present claims of superiority. Where would 
we be without them? 

For starters, a little less confused — whether we were buy- 
ing coffee or copiers. Which brings us to Royal Copystar. 

Instead of the usual self-promoting patter, Royal Copystar 
dealers prefer to discuss a slightly different subject: you. 
.-. w* What business you're in. What your 
individual needs are. And use this vital 
information to help you find the right 
copier, be it a 10 copy- a- minute space 
saver, or an 80-page-a-minute speedster* 

So while others are busy claiming to be the best, we're 
content with finding what's best for you. And that's one 
promise you can actually take seriously. 
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1 800 824 STAR 

Predictable. And darn proud <rf it 
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Micron TransPort XKE 



ory t 2GB hard disk, 
lithium-ion batten*, 
and selection of 
ports for connect- 
ing with other 
devices. The 
TFT dis- 
play also is 
the small- 
est, 10.4 
inches, but 
the video is 
bright and 
crisp, so it's 

suitable for multimedia use in concert 
with the 800CTs microphone and stereo 
speakers. HP kept this OmniBook svelte 
partly by keeping the diskette drive and 
an optional $400 eight-speed CD-ROM 
drive external. Retail price: $4,100. 

Hitachi VisionBook Pro 

If maintaining communications is vital, 
then the VisionBook Pro could be the note- 
book for you, with its built-in 56-Kbps 
modem that works over standard phone 
lines or with a cellular phone, plus an 
Ethernet port for connecting to a company 
computer network. Inside, the VisionBook 
Pro has a 166MHz Pentium MMX proces- 
sor, a 3.2GB hard disk and 32MB of mem- 
ory Outside, it has a 13.3-tnch TFT display 
plus two bays that can house a diskette or a 
10-speed CD-ROM drive, or a second 
lithium-ion battery The VisionBook Pro can 
be upgraded with a more powerful proces- 
sor when one becomes available from Intel 
or additional memory using a component 
called the Processor Module. Retail prices: 
$3,199 and up. 

IBM ThinkPad 7«.M) 
IBM's ThinkPad line has been upgraded 
with a 13.3-inch TFT display stereo 
sound, full-motion video, an eight -speed 
CD-ROM drive, and a 33,6-Kbps 
data/voice modem with speakerphone ca- 
pabilities. The ThinkPad 765D system is 
powered by a 166MHz Pentium MMX 
processor and has 32MB of memory plus 
a 3GB hard disk. The ThinkPad's 
UltraBay allows users to replace the CD- 
ROM drive with a second hard drive or 
lithium-ion battery. The economically 
correct keyboard automatically tilts to 
the most comfortable typing position. 
Retail price: $6,999, 

Micron Transport XKE 
Micron has managed to squeeze practi- 
cally every feature imaginable into the 
Transport XKE. For communications, 
there's a 33.6-Kbps data/voice modem 
that works with both wired and cellular 
phones. For multimedia, there are ports 
for connecting VCRs, video cameras, and 
digital cameras. The TransPort XKE also 



has an excellent stereo sound system fea- 
turing integrated speakers and micro- 
phone, a 20-speed CD-ROM drive and a 
13,3-inch TFT display Under the hood, the 
XKE has a 166MHz Pentium MMX 
processor, 48MB of memory; and a 3GB 
hard disk. An ergonomic design features a 
full-size keyboard and two types of point- 
ing devices. Retail price: $5,149. 

Toshiba Tecra 7I0CDT 
The Tecra line has been upgraded to pro- 
vide belter ^mphics performance. It har- 
nesses a 166MHz Pentium MMX proces- 
sor and 16MB of memory to run standard 
and multimedia applications faster, and it 
has the ridded capability of running full- 
motion video on its 13,3-inch TFT display. 
The Teera's videoconferencing kit includes 
a video camera, a video capture card, and 
Intel ProShare software. A built-in 28.8- 
Kbps data/voice modem has speaker- 
phone and voice-mail capabilities, A bay in 
the Tecra can handle either a diskette or a 
10-speed CD-ROM drive. Retail price: 
$6,199. 

Notebook Accessories 

Chicago Map Corp. Compass 3M0 
Frequent travelers may benefit from a 
navigation system that makes it a chal- 
lenge to get lost anywhere in the continen- 
tal United States. The system consists of a 
device called the Eagle Explorer that re- 
ceives signals from the Defense 
Department's Global Positioning System 
satellites orbiting Earth plus the highly re- 
garded Version 3 of the Precision Mapping 



Streets software. Plug the receiver into a 
computer with the mapping software 
loaded, and the result is an on-screen dis- 
play of your exact position and heading, 
surrounding streets, and nearby points of 
interest. Price: §229 direct from Chicago 
Mapping. 

Panasonic KXL-783A CD-ROM Drive 
If your notebook lacks multimedia-presen- 
tation features, the KXL-783Acan provide 
them, The slim, 1. 1-pound drive connects 
via a standard PC card or an SCSI (small 
computer system interface) port for eight- 
speed playback of 
CDs in a variety of 
data and audio for- 
mats. Two built-in 
speakers provide 
cellent stereo sound, 
The drive runs or 
AC power, from a 
wall outlet, six 
AA alkaline 
batteries, or 
an optional 
rechargeable 
Ni-Cad bat- 
tery pack. Retail price: $399 



ex- 



Panasonic KXL-783A 



Tardus Notepac Plus 

This inexpensive case can come in handy 
when earning around components of your 
mobile office. It features separate padded 
compartments for a notelxxik computer oik I 
a wireless phone. Additional pockets hold 
CD-ROM disks, diskettes, PC and business 
cards, organizers, and more. There's even a 
three-section pocket for paper files. Retail 
price: $59.95. 




Organizing^^ 

The new hand-held computers bridge the gap 
between organizing devices and fuiMeatured 
computers. V 



Notebook computers are not necessarily 
the ultimate portable organizing and light- 
duty computing tools. Their rivals in this 
niche are the latest hand-held computers. 

These devices are small and light 
enough to be carried in a jacket pocket or a 
purse. Yet they incorporate and improve 
upon the best features of their predeces- 
sors, single-purpose personal organizers 
such as the Wizard from Sharp Electronics 
Corp. and so-called personal digital assis- 
tants (PDAs) such as the Apple Newton. 

< Jr^anizers excel ;it maintaining phone 
numbers, appointment calendars, and 
notes via a small keyboard. PDAs provide 



access to the same categories of data when 
graphical icons and menu items are 
touched with a stylus. PDAs also provide 
limited fax and data communications ca- 
pabilities. 

Many hand-held computers run under 
Microsoft's Windows CE operating system, 
which |ix>ks mid operates much like the 
Windows operating-system software found 
on desktop and notebook PC's but requuv- 
far less memory. CE -based devices can run 
slimmed -down versions of common busi- 
ness software such as Microsoft's Word 
program for word processing and its Excel 
spreadsheet This reduces training re- 
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quirements and facilitates exchange of 
data with full-blown systems. 

The hand-helds described below differ 
substantially, however, in physical appear- 
ance, interface design, and functional em- 
phasis, which gives small-business people 
a greet deal of choice in finding one that 
can meet then needs. 

Advanced Organizers 

Casio Cassiopeia/Compaq PC Companion 
The Cassiopeia and its nearly identical 
counterpart from Compaq include 2MB to 
6MB of RAM. enough to run Windows CE 
and scaled-down versions of Word, Excel, 
and Schedule*, a contact* and schedule- 
maintenance program from Microsoft, 
They weigh 13 ounces and include a 4&-by- 
2X-inch liquid-crystal-display (LCD) 
screen with backlighting" technology that | 
makes it relatively easy to read The tiny 
keyboards make it difficult to type docu- 
ments but suffice for simple data entry* 

Both come with a "docking cradle* for 
convenient transfer and synchronization of 
files between the hand-held device and a 
PC. Communications are achieved using a 
conventional PC-card modem. Retail 
prices: $499 and up for the Cassiopeia; 
$289 and up for the PC Companion. 

Hewlett-Packard 320 LX 
The 320 LX boasts a large, 6%by-2&-inch, 
backlit LCD screen thafs notable for its 
high contrast and clarity. The wide key- 
board makes for relatively easy typing. 
The 320 IX has 4MB of RAM for data stop 
age, "MM of ROM I read-only memory, 
which is utilized by the operating system 
and other programs J, and slots for addi- 
tional memory cards. It also amies with a 
PC docking cradle. The Window,- CE de- 
vice comes with an iirrav of Windows pro- 
ductivity software. Retail price: $b99 

m;< MohiiePro r»oii p< 

The MohilclVo 150 ran work in close con- 
cert with a PC even when the two devices 
are not in the same place: The Windows 
CE device comes with Symantec's PC 
Anywhere software, which allows users T.o 
access PC files from afar via a PC-card 
modem In the of- 
fice, file transfer 
can be achieved 
via a built-in in- 
frared port 
the includi 
docking 
cradle. 
The 

MobilePro 
4 of) features 
a backlit LCD 

display of 4% by 2K Casio Cassiopeia 



inches and has 4MB of RAM and 8MB of 
ROM. Retail price: $499. 

Philips Vel« 1 

Philips' sleek, attractive Velo 1 is a robust 
communications tool. It features a built-in 
19.2-Kbps modem and a voice recorder for 
storing up to 16 minutes of notes or con- 
versations. It also can communicate via an 
infrared port, cable, or included docking 
cradle. The Velo 1 ships with 8MB of ROM 
and up to 8MB of RAM, which can be ex- 
panded to up to 80MB via a miniature 
memory card. It has a 4X-by-2X-inch back- 
lit display. Retail price: $699 and up. 

Psion Series r> 

The first thing you notice when you open up , 
Psion's new Series 5 hand-held is the key- 
board, which has larger keys than its com- 
petitors. The device features 4 or 8MB of 
RAM and a 5K-by-2-inch backlit LCD 
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Sharp Zaurus ZR-5800 

screen that slides down over the keyboard 
when the Series 5 is closed. This is the first 
Psion with an interface that provides I'm op- 
eration via a stylus, which also can be used 
to make notes. The Series 5 operates under 
the proprietary EPOC32 system, which 



For More Information 

Details about the organizing products de- 
scried in this report can be obtained by 
calling the phone numbers below. 

AT. Cross., 1-800-510-9660 
Casio Inc. 1-800-962-2746 
Compaq Computer Corp., 1-800-888- 
0396 

Hewlett-Packard Co.. 1-800-443-1254 
NEC Computer Systems Division, 

Packard Bell NEC Inc. 1-888-306- 

46:36 

Philips Electronics North America 

Corp., 1-888-367-8356 
Psion Inc.. 1-800-997-7466 
Sharp Electronics Corp., 1-800-237- 

4277 

3Com Corp., 1-800-881-7256 




Psion Series 5 

runs Psion and third-party software and 
includes utilities for converting hand-held- 
computer files for use in popular Windows 
95 applications such as Corel WordPerfect 
and Microsoft Word, Retail price: $599 and 
up. 

Sharp Zaurus ZR-5800 
The Zaurus ZR-5KIW, another device that 
does not use Windows CE, improves on its 
popular predecessors from Sharp by inte- 
grating productivity and communications 
capabilities. The device comes with a snap- 
on modem and software that lets users dial 
via phone line their company computer 
network, CompuServe, the Internet, or a 
fax machine to send and receive messages. 
Users also can exchange data wirelessly 
using an optional Motorola Personal 
Messenger lOOD wireless modem thai 
works with the ARDIS radio network. 

The Zaurus ZR-5800 comes with spread- 
sheet, word-processing, personal -informa- 
tion-management, and notepad software. 
The device comes with 2MB of RAM. 
which can be upgraded. Retail price: $399. 

3Com PalmPilot Professional 
The PalmPilot dominates the market in 
hand-helds. according to market -research 
firms Dataquest and PC Data. Why? It's 
simple to use and is loaded with features 
that mobile professionals desire, including 
electronic-mail connectivity, expense 
tracking, and contact, calendar, and per- 
sonal-information management. It also au- 
tomatically synchronizes its data with that 
on a user's desktop via a docking cradle or 
a modem that snaps onto the bottom of the 
device. The Professional model of the 
PalmPilot includes a backlit screen and 
1MB of RAM. Retail price: $399. 



Accessories 



\ l < ross Digital Writer PDA Pen 
The pens in Cross 1 Digital Writer line pro- 
vide a precise *pen-on-paper* feel when 
writing on the slippery screens found on 
hand-held computers and organizers 
They also can be fashion statements, with 
the tup-of-the line model styled in lapis 
lazuli. Retail prices: $17.75 to $300. 
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Communicating 

Wireless technology is changing fast, and the re- 
suit is better connections at the lowest prices 



Wireless communications technology is 
changing — and improving — at least as fast 
as computing technology. The pace of 
change is especially frenetic in the wire- 
less-phone category 

Across America, a host of vendors are 
introducing so-called personal communi- 
cations services fPCSi, a digital wireless- 
transmission service. In the growing 
number of areas where there is competi- 
tion, wireless-messaging prices are tum- 
bling and celluJar providers are being 
pressured to upgrade their networks to 
digital technology. 

The advantages of digital calling service 
include its greater security against theft of 
wireless-phone access codes, greater call 
clarity, and ancillary features such as pag- 
ing and voice mail. 

Choosing the right phone to take advan- 
tage of the new low prices and features can 
be a hit tricky, however, because there are 
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MotoroJa StarTAC 8600 

three incompatible types of digital net- 
works. When shopping for digital wireless 
service, ask providers what network tech- 
nology they employ, and buy your phone 
accordingly. 

Following is a sampling of superb digital 
phones incorporating the two most common 
technologies—- GSM (global system for mo- 
bile communications) and CDMA < code divi- 
sion multiple access) — as well as one out- 
standing phone based on older analog 
technology for those who still don't have ac- 
cess to a digital network. 

Phone manufacturers generally do not 
disclose retail prices. Many wireless 
phones are deeply discounted by service 
providers who offer them as incentives for 
signing up. 



Also listed below are a few of the latest 
modems, pagers, and other devices that 
can help keep you connected to business 
information, employees, and customers no 
matter where you are. 

Wireless Telephones 

KriessonCF 788 PCS 

This easy-to-carry phone is just 4 inches 
long and weighs less than 5 ounces. The 
( T 7.s?s is compatible with GSM networks 
and offers up to three hours of talk time on 
a single battery charge. It includes a flexi- 
ble menu system that enables users to ac- 
cess frequently used functions by pressing 
a single button on the keypad. Other CF 
788 features include a 97-numher speed 
dialer, caller-ID and conference-calling ca- 
pabilities, and a missed-call utility that 
stores the numbers of unanswered calls. 

Motorola StarTAC 8600 
The StarTAC 8600 is an analog cellular 
phone with features that rival many digi- 
tal models. The most useful may lx j the 
built-in answering machine and voice 
recorder, which can record up to four 
minutes of incoming messages or 
voice memos. Also included are 
caller-ID and pager capabilities and 
a VibraCall feature that alerts 
users to incoming calls with 
slight vibration instead of 
a ring. At only 3.1 
ounces, the StarTAC 
8600 is one of the 
lightest phones. 

A button on the side 
of the phone makes it 
a snap to access 
phone features, scroll 
through a personal 
phone directory and 
place calls. The basic 
battery provides 

one hour of talk Motorola TalkAbout 





time. 



Plus 



Nokia 94KM Communicator 
The most distinctive wireless phone 
around, the Nokia 90(HJ Communicator, is 
a hybrid GSM-compatible digital cellular 
phone and personal organizer. On the out- 
side, it's a digital phone that provides con* 
venient access to functions such as a per- 
sonal phone directory And it gets up to two 



Motorola PageWriter 2000 

hours of talk time on a single battery 
charge, On the inside, the Communicator 
looks and functions like a personal orga- 
nizer with a small LCD screen and key- 
board. The organizer component allows 
users to maintain contact and appoint- 
ment lists, send faxes, access e-mail, and 
dial into the Internet to browse the World 
Wide Web. Estimated retail price: $1,500. 

Northern Telecom PCS 1»11 
Nortel's PCS 1911 is a GSM-compatible 
plume with a plethora of calling features, 
including 10-number speed dialing, and 
voice-mail, paging, call-waiting, and caller- 
ID capabilities. The handset has a four- 
line screen that displays incoming-call 
numliers, and the keypad has large, back- 
lit keys for easy dialing under any condi- 
tions. The PCS 1911 works with a network 
provider s text message service offerings to 
allow users [n receive and smd messages 
of up to 160 characters. As a theft deter- 
rent, the phone can be set to require a 
password for use, Retail price: $139 

Qualcomm Q(T-SOI) 

QualconinVs QCP-800 digital cellular 
phone works with ('DMA networks, which 
are based on technology developed by the 
company. It also works on standard analog 
cellular networks, providing" greater roam- 
ing options for those who travel. The phone 
has a menu system that can be pro- 
grammed for am venient access to com- 
monly used features. The QCP-N(X) is ca- 
pable of displaying text messages of up to 
lour lines. The battery provides up to five 
hours of talk time on a single charge in 
CDMA mode. 

Samsung SCtMOll P( S 
The SCH-10U is a CDMA-compatible 
handset with features that include caller 1 1 ) 
capability, missed-call notification, and the 
ability to restrict users from calling particu- 
lar numlxTs. The SCH- 1011 allows users to 
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Nokia 9000 Communicator 

store up to 99 phone numbers in memory as 
well as redial the last 10 numbers called 
The phone's five-line LCD display lets users 
view .short messages and provides easy ac- 
cess to the phone's menu of features. For se- 
curity, the SCH-1011 comes with a lock fea- 
ture that prevents other people from using 
the phone without authorization. Talk time 
is up to two hours with the standard bat- 
tery. Retail price: $149 

Sony CM-1 WOO P< S 

This CDMA-compatible phone, which is 
manufactured for Sony by Qualcomm, has 
features that can help users get more out 
of their service. One such feature informs 
the user of the signal quality in an area be- 
fore a call is made. A four-line backlit dis- 
play makes it easy to access phone func- 
tions and view incoming text messages. 
There's also an authentication system to 
protect against theft of wireless-phone 
codes. The CM-D600s battery provides up 
to four horn's of talk time nnd alerts the 
user when it is running low. 



Pagers 



Modems 

Compaq Cellular PC Card 
This device allows users of Compaq note- 
books to go on-line wirelessly at up to 19.2 
Kbps by connecting their computers to 
their cellular phones. The card works in 
concert with the internal modem in 
Compaq's 7000 series notebooks, so all a 
user has to do is plug it in and dial out as 
with a regular modem. With other 
Compaq models, the card must be used 
with Compaq's Speed-Paq telephone 
modem. Retail price: $499. 

Ericsson Mobile Office DC 23 
The Mobile Office DC 23 is a 
PC card that plugs into any 
Windows-based or Macin- 
[ tosh notebook computer and 
connects by cable to an 
Ericsson GSM-compatible 
digital phone for sending or 
receiving faxes or access- 
ing the Internet at 9.6 
Kbps. It also works with 
the phone to provide text 
messaging, to organize 
and store phone directo- 
ries, and to synchronize 
data between the phone 
and a PC. Retail 
Ericsson CF 788 PCS price: $499. 

Clonal Village PC Card :><iK 
Modem Kthernet Adapter 
This all-purpose PC card provides connec- 
tions to a company Ethernet network as 
well as to on-line services, the Internet, 
and elsewhere in the outside world at up to 




Motorola Pfyptt riter $MK) 
The P:ige\Vriter 2U00 enables users to 
communicate wirelessly with just about 
anyone. Like other pagers, the PageWriter 
can receive numeric and text messages. 
But unlike most pagers, it allows page re- 
cipients to send replies via e-mail, fax, and 
their own pagers. The PageWriter 
achieves this two-way functionality via a 
tiny keyboard and a backlit display with a 
graphical user interface thai makes it easy 
to access, create, and si ore messages. The 
device includes an electronic address book 
and software for organizing messages. 
Retail price: $399. 

Sony MP- 1000 

The Sony MP- 1000 pager stores up to lfi 
numeric pages even when its turned off 
The messages are time-stamped so that 
users can know when someone called. 
Users can choose to be aleited to incoming 
pages via a silent vibration or a musical 
chime. The MP- 1000 works with the 
SkyTcl paging sen ice, a nationwide pag- 
ing network. Price, including 50 pages: 
fraMfuhreel from SkvTel 



For More Information 

Details about the communications prod- 
ucts described in this report can be ob- 
tained by calling the phone numbers 
below, 

Compaq Computer Corp., 1-800-888- 
0396 

Ericsson Inc., 1-800-374-2776 

( llobal Village Communication Inc., 1- 

800-736-4821 
Motorola Inc.. 1-800-331 -6456 < phones); 

1-800-548-9954 I pagers >\ 

1-800-353-2729 ( radios) 
Nokia Inc., 1 -800666-5553 
Northern Telecom, 1-800-466-7835 
Qualcomm Inc.. <619> 587-1121 
Samsung Telecommunications America 

Inc., 1-888-987-4357 
Simple Technology Inc.. 1-800-367-7330 
SkyTel Corp., 1-800-363-5845 
Soiiv Electronics Inc., 1-800-578*7669 




Simple Technology 56K Communicator 

56 Kbps. It also provides send and receive 
fax capabilities in concert with Global 
Village's well-respected FaxWorks soft- 
ware program. Wireless-connection kits 
are available for owners of analog cellular 
phones from Motorola and Nokia. The de- 
vice features circuits that protect it from 
electrical surges. Retail price: $329 for the 
PC model; $379 for the Macintosh-corn pat- 
ible version. 

Simple Technology f>f>K Communicator 
The 56K Communicator continues 
Simples tradition of providing full-ft-a- 
tured PC-card modems at bargain prices. 
This model provides data communica- 
tions at up to 56 Kbps, fax sending and 
receiving, nnd a host of voict*- messaging 
features, including voice mail and alert 
via pager to incoming messages. 
Wireless-connection cables are available 
for most analog cellular phones. Retail 
price: $209. 

Other Communicators 

Motorola TalkAbout Plus 
The Federal Communications Commission 
recently made a range of radio frequencies 
available free from licensing requirements 
and usage fees. Motorola quickly devel- 
oped two radios for these frequencies and 
called them TalkAbouLs. 

Though designed primarily for use by 
active families, these devices are excellent 
for communicating in a spread-out busi- 
ness environment such as a factory or a 
construction job site. 

The devices are compact, weigh only 7 
ounces* and have a range of up to two 
miles. They feature 14 communications 
channels and 38 subchannels — 532 combi- 
nations in all — for interference-free com- 
munications. Three AA batteries provide 
about 30 hours of average use. Retail price: 
$179ejuh re 
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Changes For Growth 



Changes in key federal policies are 
needed to promote further economic 
growth, according to most respondents 

tO a \*. tttOH * tittstitr sx pol ) . 

Readers who responded to the Where I 
Stand poll in the July issue cited tax reform 
as the most critical area for reform among 
the options presented. Also high on their 
lists were a balanced federal budget, regu- 
latory reform, and legal reforms. 



On regulation, respondents cited reducing 
paperwork, oliminatimi conflicting regula- 
tions* and focusing rules on the greatest dan- 
gers to public health i\< the areas m which 
reforms would be most useful. 

On tax reform, respondents were closely 
divided between simplification of the sys- 
tem and removing disincentives to saving 
and investing. 

Here are the complete results of the poll: 




Questions And Answers 



Do you think federal policies do enough Id promote economic growth? 

Yes , 

No -*4,..t> ...... 

Undecided 



.23% 
68 
.9 



Which one of the following do you think would provide the biggest boost to 
business productivity and economic growth? 

Regulatory reform 15% 

Improved education and training programs 8 

Tax reform . . . . . , 46 

Legal and tort reforms 12 

A balanced federal budget 19 



What aspect of federal regulatory reform would be most useful to you? 

Eliminating conflicting regulations . 21% 

Allowing more flexibility in complying with rules 14 

Focusing rules more on the greatest risks lo public health 21 

Seeking compliance with voluntary guidelines before issuing regulations 18 

Reducing the amount of paperwork associated with compliance 26 

What type of reforms in education and training would be most important to 
you? 

Improved instruction in public elementary and secondary schools 65% 

More course offerings at local community colleges 4 

More locally based technical training 18 

Better preparation of college students for the workplace 13 



Which tax changes do you think would best spur economic growth? 

Broadening of the tax base and reducing the highest marginal rates 10% 

Simplifying the tax code and reducing compliance costs 46 

Removing disincentives to saving and investing 44 



Which of the following legal reforms do you think would best boost economic 
growth? 

Limiting punitive damages in product-liability cases 68% 

Apportioning financial responsibility for noneconomic damages (pain and suffering) in 

product-liability cases 21 

Setting stricter time limits for filing product-liability suits 11 

Medtcal-malpractice reform 0 
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Where I Stand 




On Highway Funds 

Congress is considering legislation to authorize the spending of receipts 
from federal motor-vehicle taxes and other user fees for 1998 
through 2003. Revenue for the Highway Trust Fund totaled $25 billion in 
1996; $22.4 billion is earmarked for highway and road work, and $2.6 
billion is to be spent for mass transit. These questions seek your views on 
spending for roads and bridges. 

Results of this poll will be published in the November issue ofNatwn's 
BtmnesH and will be forwarded to administration officials and 
congressional leaders. Send the attached, postage-paid Reader Response 
Card. Or circle your answers and fax this page to < 202 ) 463-5636. 



What is the general condition of 
major highways and bridges in 
your region? 

1 , Excellent or good 

2, Fair 

3, Marginal or poor 




Do you favor the law that 
designates some federal fuel-tax 
receipts to help balance the 
federal budget? 

1 . Yes 

2. No 



Should the federal highway 
program be streamlined to give 
state and local officials more 
flexibility in spending U S, 
transportation funds? 

1. Yes 

2. No 




Would you favor higher motor- 
vehicle fuel taxes it the additional 
money were dedicated to 
highway projects? 

tYes 
2. No 




Do you favor spending the 
accumulated trust-fund surplus of 
about $24 billion on highway and 
bridge construction and repair? 

1Yes 
2. No 



Send Your Response Today! 
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Family Business 



77/e 6es£ jra// fo #o; dedication spilling into 
compulsion; being fair to the heirs. 



OBSERVATIONS 



Retiring With Class 



By Shanm Neiton 



M 



any family-business owners 
dread retirement. In fact, some 
dread it so much that they never 
let go, often creating misery for 
the younger generation and sometimes 
causing harm to a company. 
Better to retire with class. 
I found some wonderful guidelines in a 
piece on retirement in Ejvcntiw Insights, a 
quarterly publication of RHR International 
Co. RHR, based in Wood Dale, HI., is a con- 
sulting firm that specializes in corporate 
psychology. 

RHR urges executives to look at retire- 
ment from the organizations perspective 
and to view it as an opportunity to improve 
the company Here are its suggestions 

Review past retirements. Talk to 
people in departments that continued to 
function well following a key executive's 
departure and to those in departments 
that were left, in poor .shape. These discus- 
sions should yield valuable insights about 
the way you make your departure. 

Make an inventory of your job ac- 
tivities, It will serve as a guideline to 



PLANNING 



your successor by highlighting the areas 
that are most important and by identify- 
ing tasks that might be eliminated. Doing 
this takes considerable maturity, RHR 
says, because u we are naturally hesitant 
to admit that some tasks we have done for 
y i ■ a r s : i r e n o 1 o n ge r n ( *n s s ; \ ry 

Conduct a future job analysis. This 
means identifying the challenges ahead and 
the requirements for meeting them. 

Create objectives to be accom- 
plished before you retire. Once you've 
decided to retire, there's some risk that 
youTI lose interest in the job. Setting goals 
can help you stay interested and focused, 

Identify; evaluate, and develop pos- 
sible successors. "A long lead time allows 
the retiring executive to observe the candi- 
dates to determine w hether they can han- 
dle the responsibilities identified in the fu- 
ture job analysis," says RHR. 
Identification should begin as early as five 
years ahead of the retirement date, ac- 
cording to RHR, (Many family-business 
experts say that a family firm needs a lead 
time of 10 years or more, ) 



Facing Up To A Loved One's Addiction 



By Berna r& A7 isku and Craig E. Anmoff 



M 



|elvin, the head of a family busi- 
ness, has been known for his 
tremendous drive. But now, at age 
55, he has really kicked into high 
gear. His son Steven will take over the busi- 
ness in a few years, and Melvin wants to 
leave the company in the best possible 
shape. A major expansion has been an- 
nounced, and Melvin has begun working 
seven days a week, 10 to 12 hours a day. 

Occasionally, other family members 
voice concern about Melvin, but they can t 
really argue with his success or his goals. 
If he fails to show up at social engage- 
ments or family events, most understand. 
When a few relatives have criticized him, 



they have been labeled selfish. "You reap 
the benefits of the business' success," one 
family member said. "Don't question Mel's 
priorities." 

Although Melvin's wife is somewhat 
worried, she thinks he can determine for 
himself whether he is working too hard. 
She knows that he is thinking of his fam- 
ily's future. She is pleased that he has at 
feast allowed himself more long weekends 
in Las Vegas "to unwind." He is treated 
well there, too; everything is complimen- 
tary except his losses. 

Family members know that their role is 
to make things as easy as possible tor 
Melvin. After all, he has it hard enough at 




Create an inventory of content 
knowledge. Plan to transmit knowledge 
about your position that will he critical to 
your successor, such as industry knowl- 
edge or historical knowledge about the 
company. 

Create an inventory of process 
knowledge. You do many things inst inc- 
tively. Now is the time to become more 
conscious of the processes you use, such as 
how you take the pulse of the organization 
informally or reject ideas without damp- 
ening enthusiasm. This kind of knowledge 
is important to the development of 
younger executives. 

"The secret" says RHR, "is to give up 
power actively; don't wait for it to slip 
away" Looking at your retirement from 
the perspective of the organization instead 
of focusing on yourself RHR suggests, will 
help smrx.it h your transition to a new r 
phase of life, 

Executive Insights is free. If you would 
like to have your name added to the mail- 
ing list, calf RHR International at (630) 
766-7007. ■ 
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work. He doesn't need family pressure on 
top of everything else, 

Melvins family doesn't realize it, but 
Melvin is in trouble. He is exhibiting addic- 
tive behavior in his work and probably in 
his gambling. His identity has always been 
overly dependent on his work. Now the im- 
minent passing of the torch to his son has 
undermined Melvins 
sense of self To deal 
with his crisis, Melvin 
has intensified his 
usual coping mecha- 
nisms, working all the 
harder. 

We see problems 
ahead. Within the 
next year, MelvhYs 
family can expect any 
or all of the following: 
an emotional or physi- 
cal crisis in the family 
and increases in Mel's 
Kamh ling losses, even 
less time spent with 
family, and increas- 
ingly erratic decision 
making. Addictive be- 
havior, if unchecked, 
typically accelerates 
and leads to crisis* 

While Melvin 
protests that he does 
it all for the family certain signs suggest 
that his behavior is better explained by 
addiction: 

Self-esteem based upon perfor- 
mance rather than a sense of identity. 

Addiction is often a compensation for a 
shallow sense of identity. Genuine identity 
is formed through intimate relationships 
and through introspection. We develop 
identity primarily by facing our internal 
and interpersonal conflicts and working 
through them, turning toward ourselves 
and toward others. Addictive behavior 
takes us along the opposite path; we focus 
on things and avoid emotional realitu 

[solution. Addictions require isolation. 
Sometimes this is hard to spot because 
people often assume that if you are 
around crowds, you are not isolated. 
Working, drinking, drugs, or gambling 
that takes precedence over emotional at- 
tachments means isolation. Large crowds 
frequent casinos, which are full of lonely 
addicts. 

Denial We hear much about denial but 
seldom recognise ns subtle masks. Melvin 
sees himself not as addicted to work but as 
tending nobly to his family's future. In his 
mind, the increasing trips to — and losses 
in— Las Vegas represent not a gambling 
addiction hut a well-earned way of un- 
winding. 

Enabling. The few relatives who mis 
[xm I that Melvin has a problem have been 



labeled as selfish. Those who see nothing 
to discourage in his behavior can be called 
"cnablers." They include Steven, who ap- 
preciates his father wanting to leave him a 
prosperous company: Melvins wile, who 
wants the best for her son; and the other 
relatives who are proud of and enriched by 
Melvins prodigious efforts. They are not 
bad or venal people. 
They just don't real- 
ize that they are as- 
sisting Melvin on his 
journey to self-de- 
struction. 

Families in busi- 
ness often experience 
intensified stress. 
Other families can 
use work as a sepa- 
rate arena, a place to 
bleed off pressure. 
But a family busi- 
ness, where work 
and family are inter- 
twined, can be like 
an echo chamber. 
And when the de- 
fense for addictive 
behaviors serves a 
dual function— 
mat's good for the 
business is good for 
the family"— it's 
much more difficult for everyone to see and 
confront what's going on. 

Also, such families might perceive a 
greater risk in acknowledging an addic- 
tion. They not only fear— as mast families 
do— the shame and public reaction but 
also might be concerned with effects on 
profits, livelihood, and the reputation of 
the business. 

Fortunately, families in business also 
have some unique strengths that can fa- 
cilitate treatment and recovery. If Melvins 
family members can see what is really 
happening, they do not have to struggle 
with one of the mast powerful roadblocks 
to recovery that confronts other families— 
enlisting the understanding and support 
of those in the work environment and en- 
suring that the employee doesnt become 
ostracized or pushed off a career track. 
The family is not faced with having to 
rally separate support systems; its sup- 
port system encompasses both home and 
work. 

As difficult as it may be for us, we have 
to remember that any system that en- 
courages addictive behaviors and fails to 
distinguish between hard-working, dedi- 
cated behavior and driven, compulsive be- 
havior does a disservice not only to the in- 
dividual but also to everyone in the family 
Ultimately, everyone in the family pays 
the price for the addictive behavior of any 
of its members. ■ 



MARK YOUR / 
CALENDAR %T 



Sept 10, Elmhurst. Ill 



''Preparing Your Family For Succession" is 
a breakfast program featuring family- 
business consultants Edwin A. Hoover and 
Colette Lombard Hoover Call the Midwest 
Association of Family Business Owners; 
(&30) 495-8900. 



Sept. 11. Medlord. Ore. 



"Succession: Chokes and Challenges" is a 
half-day workshop offered by Oregon State 
University, lb be repeated in seven other 
communities. Call Marlene Sharp; 1-800- 
&59-7609. 



Sept. 16. Wilmington, Del, 



"Building Consensus Over the Genera- 
tions" is the topic of a morning seminar 
featuring a panel of family members from 
three mmpanies. Call Jill Lock at the 
Family Business Advisory Council; (302) 
652-3480. 



Sept. 16, Toledo, Ohio 



"leadership Development" is a seminar 
conducted by nationally known family-busi- 
ness consultant Bonnie M Brown. It will 
cover topics such as defining effective lead* 
ers and developing leadership-training pn> 
grams. Call the University of Toledo Center 
for Family Business; 1 4 19 J 5304058. 



Sept. 16, Weslon Mass. 



"Why and How To Capture Family Storied 
features writer Patricia Schiff Estes. Call 
the Northeastern University Center for 
Familv Business at <617i 320-8015. 



Sept. 30. Waco. Texas 



"Estate Planning— Business And Personal" 
is a seminar of Ten -d by I he Baylor 
University Institute for Family Business, 
I Call Doris Sandberg; (817) 755-2265. Ask 
about additional topics and dates. 



Oct. 15-18, New Orleans 



"Family Business: Progress and Prophecy" 
is the theme of the annual conference of 
the Family Firm Institute. Futurist 
Francis Fukuyama will make a keynote 
presentation on "Social Capital. Family 
Firms, and the Global Economy." Call 
(617)738*1591. 



How To Get Listed 
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FAMILY BUSINESS 



Case Study: Treating Your Heirs Fairly 



Sandy is up-to-date on the latest in fam- 
ily-business literature, but nothing he 
has seen >eems to talk about calculating 
financial value based on future opportu- 
nities. 

His daughter, Cindy, is 25, has three 
years of experience in real-estate develop- 
ment, and is about to join Essex Quarry, 
which Sandy acquired five years ago. 

Although the business is struggling as 
a quarry and has a negative book value, 
the discovery of a new vein and some 
pending zoning variances to allow for 

Response 1 

Keep Issues 
Separate 



Sandy needs to address each of the issues 
separately. Giving stock to Cindy is appro- 
priate, and the need to be fair to both chil- 
dren doesn't change that. 

Sandy should make the gift to Cindy and 
determine the gift-tax value of the stock 
using his best estimate of the value of 
known mineral reserves. Allowances can 
be made to compensate for estimates, ex- 
traction costs, minority interest, and lack 
of liquidity But that value might not be 
the best measure of what Sandy can or 
should do for Lewis. 
Because the stock 
^^^^^^^^H value is based on estimated future income, ac- 
^^^^B tual results will Ix? different, and the future 
Wk stock value will be compared with what Sandy 

PV /r^L^B I gives Lewis today. Some ways to deal with this 

' "^swsfc 

" 1. Delay any gift to Lewis until the stock 

& A j value is more certain. 
B & M 2 Give Lewis an equal amount of "phan- 
tom stock* now, with its change in value to be 
cashed in five years hence. Under this plan, 
no real stock is transferred but Lewis is given 
appreciation rights to his shares. 

3. Give Lewis the equivalent in nonvoting 
stock. He would have no voting rights, but his 
stock value would follow Cindy's, 

4. Make a gift to 
Lewis equal to the 

best estimate of the 

present value of 
Cindy's stock and make up the difference 
to one of them later. Don't ignore the risk 
that Cindy has in realizing the future 
value of her stock. 

Sandy must make sure that his son and 
daughter understand his concept of fair- 
ness so they won't resent each other. 
Finally, Cindy should be compensated at 
market value for her work in the business. 



commercial development are making the 
future look bright. 

Having read too many articles about 
the differing interests and resulting bat- 
tles of stockholding family members who 
work in the business and those who 
dorft, Sandy is convinced that ownership 
of a family business must be in the hands 
of those who work in it. He wants to give 
his daughter 40 percent equity in Essex 




Quarry while its value is still low. 

However, he doesn't know 1 how to deal 
fairly with his son, Lewis, who has a thriv- 
ing career in journalism and has made it 
clear that he has no interest in joining the 
business. 

"If I sold stock with a book value to 
Cindy at a discount" Sandy remarks, 1 
could calculate what I 'gave* her and make 
it up to Lewis with other assets. But Tm 
dealing with 'potential; 

"How do I calculate that and be fair to 
both my kids*'" 



Response 2 



Involve All 
In The Process 



TW^V THOMAS 



Donald C 

fteinvTdy WQSHr 
(Ufitrfj jxtflmrnf 

land an account* 
ing and tmmness 

m Mad 'i&m Wk 



This series presents actual family-business 
dilemmas, commented on by members of 
the Family Firm Institute and edited by 
Paul 1. Karofsky, executive director of the 
Northeastern University Center for Famih 
Business in Dcdham, Mass. Identities art* 
changed to protect family privacy, The au- 
thors' opinions do not necessarily reflect the 
view** of the institute. Copyright <D by the 
Family Firm Institute* Brookluic, Mass, 



Sandy should recognize that fairness and 
equality are seldom compatible goals. 

Fairness revolves around the issue of 
equity, which often addresses differences 
on a logical basis. 

Equality, on the other hand, implies 
that everything has to be the same. 
Aiming for equality is often impractical 
and can lead to bad decisions. 

First, it's important for Sandy to artic- 
ulate and analyze his goals. He should 
clearly determine what he wants to ac- 
complish and why. 
The next step would 
be a meeting with his children, Cindy and 
Lewis. At this meeting, Sandy would articu- 
late to them his desire for fairness and his be- 
lief in providing ownership in a family busi- 
ness only to those who work in the business, 
Cindy and Lewis would have a forum in 
which to let Sandy know how they feel about 
the situation. A second three-way meeting 
may be neccessary (or a full airing of ideas. 

Because of the cloudiness around the 
current w orth of Essex Quarry, the family 
members might agree to have a valuation 
made at a given date, perhaps two years 
hence. At that time, the faimess-versus- 
equality issue could be revisited. 

Or, rather than 
wait, the family might, 
agree to find a valua- 
tion expert who might 
be able to anticipate 
the significance of the discovery of the 
new vein and the pending zoning vari- 
ances. 

Whichever approach is taken, all af- 
fected parties will be involved in the deci- 
sion-making process and will have re- 
solved in advance the fairness-versus- 
equalitv balancing act 
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Quiet Havens 
At The Airport 
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Airline clubs offer a place 
apart from the madding 
croiva—bid not fa rfrom 
the gate, 



l J >!i Hal Morris 



M 



ichael Hayrtes, senior vice presi- 
dent of an investment-banking 
firm, is relaxed and sipping or- 
ange juice as he scans his mailt 
which he has spread across the table be- 
fore him. He's taking care of a little busi- 
ness, but he is not in his office. 

Haynes is at McCarran International 
Airport in Las Vegas — appreciating the 
peace and quiet of Delta Air Lines' 
Crown Room Club, shel- 
tered from the hubbub of 
the terminal In the club 
room, he can focus on 
banking matters — *1 just 
hate sitting around*' be- 
fore takeoff, he says— 
until he is informed, per- 
sonally, that he can board 
his flight to Lis Angeles. 

Frequent business travel- 
ers such as Haynes are in- 
creasingly using members- 
only airline clubs — secluded 
oases at major airports — to 
sidestep the crowds, has- 
sles, check-in lines, and 
other terminal annoyances. 
Haynes typically makes two 
flights a week to Los 
Angeles and often travels to 
Denver. Salt Like City, and 
Austin, Texas, so he is a fa- 
miliar visitor in Delta's Las 
Vegas club. 

On a recent morning he 
was traveling on short no- 
tice to meet with commercial bankers. 
Although he narrowly missed the flight he 
had reserved, he switched easily to iho 
next Delta departure with the help of a 
Crown Room Club representative, who 
used a computer terminal in the room. 

Business Hubs 

Delta s Las Vegas lounge is one of almost 
200 domestic airport club rooms main- 
tained by major U.S. airlines. The 
clubs— some as large as 10,000 square 
feet— offer not only hoarding passes and 
reservation changes but also various 
business services. These include the use 
of telephones (usually no charge for local 
calls), fax machines, copiers, computer 
hookups, and conference rooms. A grow- 
ing number of clubs provide Internet ac- 



cess and laser printers for computers. 

Bush chairs and sofas round out the 
subdued atmosphere, where guests can 
work, read, watch television, or simply get 
some rest. 

The combination of business services 
and relaxing ambience has prompted 
Randy Petersen, publisher and editor of 
inmieFlyer magazine, to call airport 
clubs part Kinko's and part cocoon, 




Airline Club rooms such «.i this Drlfn ntn fit ftvar the Imsit ,7 
the Atlanta airport help hxsnn'ss tmvetem whs trhih tin *, 



Clubs' membership numbers are closely 
guarded by the airlines. Petersen, whose 
monthly on frequent-flier programs is 
based in Colorado Springs, Colo., esti- 
mates that a typical club has 200,000 to 
300,000 members and that United Airlines 
tops the list with 400,000. Delta leads in 
the number of domestic club locations wit h 
45. America West, on the other hand, oper- 
ates just two — both in Phoenix. 

Some airlines maintain multiple club 
rooms at busy airports. At Atlanta, for ex- 
ample, Delta has six rooms. New York's 
Kennedy International is the site of two 
each for American, Delta, and TWA. 
Continental has two at Newark, N.J. 
Among the rooms at Washington's Dulles 
International are three operated by 
United. United also has three rooms at 



San Francisco and Chicago's O'Hare, and 
US Airways has three apiece is 
Charlotte, N.C., and Pittsburgh. 

A Host 01 Extras 

Some airlines" club rooms provide even 
more than coffee and copiers. American's 
Admirals Club offers notary service. 
Continental's Presidents Club provides 
discounted overnight delivery services. 

Northwests \Vorldriuh> fra- 
ture personal computers, 
and US Air-ways' clubs dis- 
play stock quotes. 

The conference rooms 
available at many clubs are 
proving to be convenient 
meeting places, and their use 
is growing. Says Petersen: 
"Whether for job interviews, 
board meetings, or sales 
pitches, participants meet 
and go back home. It saves 
time and money. From a cost 
point of view, its an excellent 
option. * The rooms are 
booked in advance at gener- 
ally $25 to $50 an hour. 

Two airline-club features 
that are popular overseas 
but never caught on at U.S. 
airports are shower facilities 
and massage loungers, says 
Petersen. He adds that oidy 
about 5 percent of domestic 
clubs have automated teller 
machines, because ATMs are 
so commonplace in airport concourses, 

Besides oflering a number of services, 
club rooms can aid in client relations. 
Investment, banker Haynes cites the time 
he was to meet a Saudi Arabian business 
man flying in for a meeting at the Crown 
Room Club in Las Vegas. Haynes unex- 
pectedly had to take another trip, so a 
lounge representative accorded the Saudi 
visitor royal treatment until one of 
Haynes' stall 'members arrived. 

Haynes cites the club's hospitality as an 
example of the extra value bezels from his 
membership. 

The Price 01 Belonging 

Airline clubs* first*year membership 
fees range from $125 at Hawaiian 
Airlines to $400 at United. Annual re- 
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newals are lower typically by $50 to 
$100. Some airlines offer lifetime mem- 
berships. Most allow spousal member- 
ships at additional cost. 

Memberships can be purchased at travel 
agencies, airlines, and dub rooms. Some 
companies foot the bill for their executives. 
Travelers who want to sample a club's fa- 
cilities usually can do so with a one-time 
visit for $25 to $50. 

Airport clubs offer beverage service. Soft 
and hard drinks used to be complimentary 
at all clubs, but now tmly a few airlines" 
clubs offer free drinks. Some airlines are 
trying to make money through the clubs, 
says Petersen, Some now charge $1 for a 
soft drink, he says, 
which typically is 
higher than the 
price outside the 
lounge. Coffee re- 
mains free, however. 
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YardJey, Pa., recalls when club facilities 
were complimentary to frequent travelers. 
"And I remember when a lifetime club fee 
was $200, about the cost now for a one-year 
membership , ff he adds. 

As an oil-company manager in re- 
search, he traveled widely in the United 
States and overseas and held member- 
ships in four airline clubs. Though hes 
retired, he still logs many air miles— 
150,000 last year — often with his wife, a 
high-school teacher He has narrowed 
his membership to Northwest's 
WoridClubs. 

"I still like the clubs* relative privacy and 
more personalized attention, especially 
when there are 
delays or bad 
weather," Law 
says. "It's nice to 
^^^^^^^ get priority treat- 

W*C9^M^M ment; re 



Personal Attention 

Longtime club mem- 
ber Derek Law of 
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Airport Oases 




The following airlines offer members-only dub rooms for passengers at various U.S. airports. 
Information on the clubs' locations, fees, and amenities can be obtained by calling the num- 
bers listed. 

Fees 

First Year/ Renewal 
$250/$150 



Airline 


Club Name 


Number Of Club Rooms' 


Alaska Airlines 

1 B004544669 


Board Room 


5 


America West Airlines 

(602) 693-2994 
(602) 6934072 


Phoenix Club 


2 


American Airlines 

1-800-237-7971 


Admirals Club 


30 


Continental Airlines 

1400X322-2640 


Presidents Club 


12 


Delta Air Lines 

1400-22M212 


Crown Room Club 


45 


Hawaiian Airlines 

1400-367-7637 


Premier Club 


9 


Northwest Airlines 

1-800-692-3788 


WoridClubs 


20 


Trans World Airlines 

1400-527-1468 


Ambassadors Club 


19 


United Airlines 

(520) 881-0500 


Red Carpet Club 


27 


US Airways 

1-800-8284522 


US Airways Club 


27 



$200/$150 

$300/$200 
$200,'$ 150 
$300/8200 
$125/$105 
$270/$195 
$175/5150 
$400/$275 
$250/$175 



*US. dub rooms only, Some airlines operate multiple club rooms at major airports. 
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A Splashing Success 
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Gene Kijowskis annual endurance 
test is nearly over for another year. 
It's the end of the swimming-pool 
season, that steamy, sticky stretch 
from Memorial Day weekend through 
Lahor Day wlien Kijowski laces the ulti- 
mate customer-service challenge: 101 days 
in which to make customers happy with 
clean pools, competent management, and, 
most important, no serious injuries. 

His passion to meet that challenge has 
led to a thriving business for Kijowski, a 
Baltimore native who 31 years ago gave up 
notions of teaching school to take a job as a 



pool cleaner and lifeguard. Now his 24- 
vear-okl businesses in Kensington. Md., 
operate 287 pools in the Washington, D.C, 
area- Century Pool Management, Inc., 
staffs and manages pools, and Century 
Pool Service, Inc., handles the technical as- 
pects nf pool operation and repair 

But as area children put away their 
swimsuits and head for school, Kjjow ski's 
24 full-time employees barely pause to 
take a breather. They will turn to contract 
renewak hiring, training, and scrutiniz- 
ing Century's systems in search of ways to 
w „rk smarter and hetter next season. 
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Working smarter and better is 
Kijowski's creed. During the six years he 
worked for other pool companies, he saw 
that many had inefficient systems and 
were poorly organized, and that there was 
little supervision and miramaJ training. 
He remembers once having to use a rusty 
nail to adjust equipment because the com- 
pany hadn't provided the necessary Allen 
wrench— and the inspector was due in 15 
minutes. Crisis management was not his 
style, he decided. Better to be a step ahead, 
especially in a business where people's 
lives are at stake. 

In 1974, he put those lessons into prat 
tice by starting his own business The firm 
managed 54 pools its first season, nearly 
twice as many the next. "The reason for 
our accomplishments was simple." recalls 
Kijowski. *t)ur overarching core values de- 
manded that we provide the best and 
safest pool service available and deal hon- 
estly with our clients and employees, 

"Until 1990, most of what we did was sur- 
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vive t " he says. "Our real success has taken 
place over the last six years when we recre- 
ated Century into a learning organization." 1 

Pool safety- had been paramount for 
Kijowski since he rescued a fellow life- 
guard during his first season. Then it came 
into sharper focus. He began improving on 
the infrastructure he had created to pro- 
vide training to his young workers, offer- 
ing voluntary classes in CPR, safe han- 
dling of chemicals, and related topics. 

"By far the biggest challenge of the pool- 
management business is conveying to 
young people aged 16 to 25 the seriousness 
of the job," he says, lb underscore his 
point, Kijowski has brought in quadripleg- 
ics to talk to new hires. He sends observers 



posing as guests to check out pools, and he 
gives pizzas to guards who get good rat- 
ings. Convinced that good communication 
and strong management presence are es- 
sential to safe pool operation, he plans to 
spend tens of thousands of dollars on cel- 
lular phones, pagers, and other devices. 

lb increase productivity, Kijowski and 
his partner Hank Lavery, have invested 
about $250,000 to automate Century's op- 
erating systems. This year they installed 
an automated call-in system that elimi- 
nates timecards for Century"* I .nut? life- 
guards. "The only reason we've praspered 
these last, few years is we've really em- 
braced change/' says Kijowski. 

Most important, he says, change must 



include the company's leadership. "I uiv 
derstand now why so many companies fail. 
Leaders don't realize that they also have to 
evolve. It's not OK just to have the leader 
be [financially] successful. I can't expect 
my people to grow if I don't." 

The philosophy has served him well His 
pool companies have grown about 11 per- 
cent a year for the past five years and have 
a contract-renewal rate of about 86 per- 
cent Together, they will generate revenues 
of $7 million this year. 

But it's not money that drives him. 1 
have always believed and still believe that 
if I personally— and we as a company— do 
the right thing, real success will continue 
to come." ■ 



Prescriptions For Doctors 



By Michael Barrier 

When he was attending Union 
University in Jackson, Tfenn., al- 
most 30 years ago, James B. 
Davis thought he wanted to be- 
come a physician. Before he graduated, he 
changed his mind — and his major, to 
health-care administration, 

Davis ultimately wound up as neither a 
doctor nor a hospital administrator yet he 
is intimately involved with medicine. For 
the past 11 years, he has been the sole 
owner of Practice Management Infor- 
mation Corp. in Los Angeles. PMIC pub- 
lishes books that tell doctors how to run 
their practices like businesses. 

PMC has grown to 45 employees and 
revenues of $13 million a year — a reflec- 
tion. Davis says, of how desperately doc- 
tors need the kind of help he provides. For 
every doctor who may be overcharging, 
Davis says, *I can find nine who aren't 
charging enough. The/re very poor busi- 
ness people.*' 

Business acumen has become ever more 
important to the medical profession in re* 
cent years because of the requirements of 
federal programs such as Medicare and 
the greatly increased attention to health 
costs under managed care. "A lot of the 
growth, and the need for the company, is 
tied to legislation," Davis says. "A lot of the 
things we sell are required by federal law. n 
Among those things are books of codes 
for every kind of medical procedure, up- 
dated annually by the American Medical 
Association; physicians must use those 
codes when filing claims with Medicine or 
health insurers. PMIC also publishes 
guides to physicians' fees so doctors can 
find out whether their charges are in line 
with customary charges for their specialty 
or geographic area. Much of this material 
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is in the public domain; PMIC achieves its 
edge through packaging and presentation. 

Davis was admissions director at Cedars- 
Sinai Medical Center in Ijos Angeles in the 
mid-1980s when he left to start a company 
that handled billing for physicians. Al- 1 



though the company enjoyed fast success, it 
wasn't long before "I was bored " Davis says. 
He started ^fiddling" with desktop publish- 
ing and self-published 2,000 copies of a 
Re purl nu Mrdivni l-Ws in Sttttfltem 
OihfttreiiK 

Within a few years, he 
had gone national and 
sales were in the millions. 

Today, Davis says. 
PMIC has 'really good 
penetration" among 
physicians and insur- 
ance companies. That 
market, though, is "fi- 
nite," made up of about 
475,000 potential buyers. 
PMIC has about 30 per- 
cent of the market, he 
says, and more than hall 
for certain books, but 
then* isnt much room for 
growth. That's why we 
decided to move into the 
consumer health mar- 
ket." He has published 
three such books, under 
the Health Information 
Press imprint, with five 
more in the works on 
subjects such as how 
Medicare works and how 
to choose a doctor. 

If Davis, who turns 50 
in September, leaves 
PMIC, he likely will be- 
come just as involved in 
something else — pmbs i - 
hlv Kid Caiv Los Ange- 
les, a nonprofit organiza- 
tion he founded in 1994. 
The program, for winch 
PMIC provides much of the funding, sup- 
plies free lunches five days a week to hun- 
dreds of needy preschool children. Davis 
hopes uj be feeding l.OOOohildnni a day h\ 
sometime this year. He says of Kid Care: **I 
can see myself retiring into that 1 * ■ 
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Enterprise With A Kick 



Btj Curia (hwdtHan 

j^pivventy-eight years ago, Junki Yoshida 
H came to the United States from 
% Japan with $500 in his pocket. Today 
m his business. The Yoshida Group of 
Portland. Ore., has $50 million in annual 
revenues. What's the secret of Yoshida s 
success? Karate, he insists. 

"Kj irate teaches you to know your weak- 
ness so that others cannot take advantage, 
which is the key to survival, especially in 
husiness^ says Yoshida, president of 10 di- 
verse companies that em- 

piny :S(HI people. Amou^ ins 
ihms are Molly Manu- 
facturing (snowboards), 
Oregon International Air- 
freight, Endgames Enter- 
tainment (board games*, 
and Chateau de Leu Winery 
in northern California. He is 
probably t>est known for his 
line of teriyaki, stir-fry, and 
steak sauces, marketed by 
Yoshida Food Products Co. 
to major grwery chains am: 3 
discount outlets in the 
United States and abroad. 

In 1982, Yoshida ven- 
tured into business quite by 
accident while working as a 
karate instructor at the 
Oregon State Police 
Academy in Portland, With 
no money to buy Christmas 
gifts for his students, 
Yoshida and his wife. 
Linda— whom he had met 
w hile studying English at a 
community college^ — cooked 
up batches of a marinade 
made from a secret Yoshida 
family recipe and bottled it 
to give as presents. When 
students asked for refills, 
Yushidn continued teaching 
during the day and spent 
his nights cooking and 
bottling his sauce in a 
kitchen in the academy's basement 

Yoshidas entrepreneurial rise was less 
than meteoric. Pledging his car and his 
life-insurance policy as collateral, he se- 
cured a $10,000 bank loan. Yoshida pro- 
duced up to 300 bottles of sauce a day, 
keeping them in the trunk of his car and 
selling them on speculation to local 
ceries. But when the bank learned that 
Ynshida was giving away a good portion of 
his product as free samples, it demanded 
immediate paymeni of the loan 

"1 was a karate instructor. I didn't know 



what a profit-and-loss statement was, so of 
course we were losing money like crazy We 
had to start all over," recalls Yoshida, 47. 

He raised SloO.000 in capital by selling 
the family's second car, cashing out Linda's 
life-insurance policy, and accepting money 
from his father-in-law, who liquidated his 
retirement assets. This time Yoshida kept 
a more vigilant eye on his fledgling busi- 
nesses bottom line. 

"We had almost gone bankrupt, and 1 
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I couldn't let that happen," he says. "I was 

I responsible for my father-in-laws pension." 
In 1983, Yoshida received his first big 
break when Costco (now Price/Costco, Inc.) 

I agreed to stock his sauce in its first Seattle 
warehouse club* His flamboyant food 
denionstrations---sc)metimes he chased cus- 
tomers into a store parking lot to persuade 
them to buy— earned Yoshida a reputation 

I as a showman who £ot results. 

Sales of Yoshidas Original Gourmet 
Sauce grew rapidly, and it was introduced 
in other Costco stores. Yoshida s dramatic I 



marketing tactics later secured him shelf 
space in Safeway and Albertson's super- 
markets as well as Wal-Mart and Sams 
Club stores across the country. He ex- 
panded to produce a line of six sauces. 

Yoshida allocated company profits to 
hire and train his owti team of product 
demonstrators. There would be 30,000 
demonstrations a month at Wal-Marts and 
Sams Clubs alone, so it was critical that 
he maintain control over how his products 
were mlrodueed. 

"Some people call it sampling. I call it 
demonstrating your product, The big dif- 
ference is the kind of passion you have for 
your product,* says Yoshida, who trained 
his demonstrators to sell the virtues of 
his no-fat, low-cholesterol 
sauces as they cooked, 
shared recipes, and offered 
samples. 

His passion lor his prod- 
ucts was contagious. From 
1988 to 1991, revenues from 
Yoshida Food Products Co. 
grew an average of 52 per- 
cent a year. "Our demon- 
strations were the founda- 
tion of our success," he says. 
Another factor is his per- 
sonal style. On colorhil hill- 
hoards throughout the 
Pacific Northwest, he has 
been featured at various 
times as a football player, a 
doctor, a caveman, and the 
Easter Bunny to sell his 
sauces. His favorite charac- 
ter is his "Samurai Cowboy," 
pictured on cases that dis- 
play his half-gallon bottles 
in discount stores. 

Since 1991. Yoshida has 
purchased an average of 
two businesses a year. His 
corporate goal is to own 2b 
businesses. generating $!VH) 
million annually. Its not 
difficult to make $20 mil* 
lion per company if 
have the right people 
the right product. We 
do that ," he says 
Yoshida, who still teaches 
karate once a week, says the martial art 
helped him develop a successful business 
atntude, "Karate taught me I could not 
fail,* he says before* reciting a portion of 
the (hja kutK or training pledge, that his 

students state More a lesson: '"I will \w 
humble and polite. I will strive to reach my 
limits. I will be patient and not discour 
aged.* These are the same principles by 
which 1 run my business " re 

Carta Goodman is a free-lance writer in 
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impact that gets attention. 
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learn how T to avoid the turn-offs that can 
doom your proposal from the start. This 
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l*rutea 
Your 
fumify 
& Estate 



UvinsTtust 

sat 




Computer disk (DOS .S- 1/4. 
3-1 /Z, WINDOWS 3-1/2, 
MAC) and 12* p.i^f reft r 
ence guide. 

$49,00 plus $6 s/h 



Primelf/^ 
Guide to 
Personal Success 



Create a sale and healthy 
workpiace...Quickly and 
easily comply wilh OSHA, 
and avoid lawsuits! 

SAFETYPLAN 
WILDER 

Here's everything you need to 
create a complete safely and 
health management plan. 
Select your industry, state, and 
work practices and SafetyPlan 
Builder will custom assemble your safely 
plan manual tor yon in minutes 



Protect yourself, your business, 
your family and your estate 
from the craziness of our 
legal system. 

immmjsT builder 

This is the most complete and 
up-to-date trust package on the 
market, developed by experienced 
estate planning attorneys. Get the 
ultimate estate planner to protect 
yourself and the ones you love. 



If you're over 40 years old, 
iteres the reference source 
you've been waiting for! 

PRIMELIFE GUIDE TO 
PERSONAL SUCCESS 



This powerful tool is your personal 
guide for evaluating the seven key areas 
of your lite: health, finances, career, 
relationships, learning, recreation, and 
spirituality. Give this special resource 
2.ui-piige U«ik. material just a few minutes a day, and you'll he 
$12.95 anle to develop the objectives, priorities, and 
pim S&$$ s/h plans that will impact and improve your life! 

fREE Also receive— at no cost— information on 
«1TU Yfl\W ^ h remarkable t 'timet ife benefits package: 
W' " i/Ki ttunt^ and deals that can save you fiuth 

dtctis tu even thousands af doBats. 



i All, roi [ i hi i 

1-800-479-4530 

OR USE THE COUPON ON THE LAST PAGE 



Product Guide To Business 
And Personal Success 





Expert advice and forms for starting 
and running a consulting business. 

CONSULTING READYWORKS 

Start generating income from the moment 
you start your business. 150 forms that help 
you calculate fees, send winning proposals, 
write your own brochures and sales letters, 
create' contracts, and more. This program 
also explains what to do about slow-paying 
clients, how to dramatically increase bad- 
ness from existing clients, and how to get 
free publicity. 

Computer disk I DOS 5-1/4, 3-1/2, WINDOWS 3-1/2, 
MAQ and 300-page book (ISO documents) 

$1 19.95 plus Sns/h 

165 legal forms and agreements 
LEGAL LETFERWORKS 

Count the times you've needed a legal form: 
partnership or corporation papers, brokerage 
agreement, real-estate lease, contract for sale 
of goods, a will. Now you can save money 
on legal fees and avoid time-consuming 
deal-killing delay! lust call up the form you 
want, till in ih< blanks as directed, and print 
a completed form. 

Computer disk (DOS v I 4 r 1/2, WINDOWS 3-1/2, 
mau and 452-page book (165 legal tanas) 

$79,95 pirn S6 i/h 

160 forms and documents for every 
phase of personnel management 
PERSONNEL READYWORKS 

Effectively handle many of the most 
sensitive areas of management: hiring and 
discipline, health and safely, government 
regulations, and more. Avoid costly problems 
and possible lawsuits with customizable 
forms that cover company policy, benefits, 
m ord-kceping, performance appraisals, 
terminations, confidentiality, and illnesv 

Computet disk (DOS $4/4, 3-1/2, WINDOWS 3-1/2, 
MM i .mil *70-jwm- book ■ loom) 

$1 19.95 plus$6s/h 




BUSINESS 
LetterWorts 



PERSONAL 

LetterVltorfcs 




308 expert letters that 
generate sales and profits. 

SALES LETFERWORKS 

No matter what your business is or whom 
you're trying to convince, you'll find the 
perfect letter for virtually every selling situa- 
tion. Call up customizable letters that cover 
every aspect of selling: creating repeat busi- 
ness, opening doors, dealing with customers, 
responding to objections, collecting money. 
Computer disk fDGS 5-1/4, 3-1/2, WINDOWS 3-1/2, 
MAC) and 372-pag*- ^ok letters) 

$79.95 plus S6 s/h 

400 professionally written letters for 
all areas of volt business. 

BUSINESS LE1TERW0RKS* 

If you've ever had to apologize for an 
employee's rudeness, make an inquiry to a 
venture capital firm, collect an unpaid debt, 
or any number of everyday situations, then 
this software will simplify your life. Call up 
letters covering advertising, suppliers, Inter- 
nal communications... every possible busi- 
ness situation, 

i ompulLT disk il)OS vl 4 M 2, WINDOWS M 2, 
M \i i and -1 70- page book |40t> letters) 

$79.95 plm S6 \/h '( ormerty UtterWork* 

400 customizable letters for your 
business and personal life. 

PERSONAL LETFERWORKS 

Be prepared for every imaginable situation, 
ranging from touchVj feelings-oriented 
issues to hard-nosed ''this-is-the-way-it's- 
golng-to-be" challenges. Never struggle 
again with a sympathy note to a colleague 
< j i 1 1 tend, or a hard-to-resolve dispute with 
an uncaring banker or vendor, or how to 
say "Thank you,* or "I appreciate you." 

Computer disk (DOS 5-1/4. 3-1/2, WINDOWS M/2, 
MM > and 4 7U -paw t>^ik MUO letters) 

$79.95 plus S6 s/h 




Manuals 



( orniMiicr disk ilK>S 

5">/4. 3-1/2, WINDOWS 
3 -l/2, MA( I and -UK* .pw 

jVfeteacc guide . 
$99.00 plus Sf> \/h 



Publish your own manual 
and protect your company, 

EMPLOYEE MANUAL 
MAKER 

si I >| i problems before they occur by 
creating a com pa ny -specif! c manual 
that details vour policies, procedures, 
and benefits. With nver 1*0 re tdyto-cus- 
tomi/e documents to choose from you'll 
not only satisfy legal requirements when 
you give each employee a manual, you'll 
have better informed (and happier) 
employees and managers... and that 
itu ans a smooth-running business. 
This is a must for anyone with five or 
more employees. 



Computer disk 
fWINIXWS 3-1/2) 
with over 400 writing 
Sciiuples. 

$99.9Spiui S6 s/n 



I Better employee evaluations... 
delivered in hall the time. 

i EMPLOYEE APPRAISER 

Avoid common performance appraisal mis- 
takes that can get you into legal difficulty.., 
and ruffle employee leathers IV ve loped by 
labor law experts, this u>mputcr-based pro- 
gram checks your documents for inappropri 
ate language and not only offers advice on 
how to correct it, but gives you access to hun- 
dreds of professionally written phrases and 
paragraphs that can be personalized for your 
needs, You and your supervisors will uil 
review writing time in half! 



Nation'sBusiness 



Improve Your P&L With Enhanced 
Financial and Marketing Skills 




Computer disk (WINDOWS 3-1/2) 
and 1 24-page reference >;uide. 

$99.00 

plus $6 s/h 



Stimulate creative ideas 
and strategies and 
document your plan. 

PLANWRITE 
FOR MARKETING 

Turn your creative ideas and 
strategies into a sound market- 
ing plan- This easy-to-use 
product contains detailed 
explanations foi many 
concepts including prospect 
objectives, sales and distribu- 
tion, competition, pricing, 
promotion, and mure, and 
produces a marketing plan 
that is ready to perform. 




Computer disk ( LK >S 
$-1/4. .1-1/2. WINDOWS, 



M,'2> and re le re nee hook 

$139.00 




( •>rnputer disk 

pOS 3-1/4, 3-1/2) 
lor i. i or later. 
6.5 MB, 640K RAM 

$139.00 

plus S12 s/h 



Increase your profits 
and cash flow, 

UP YOUR CASH 
FLOW 

tintrvpreneur version 

How much cash will you 
need next week, next 
month, or next year? If 
you've never hail the time or 
the tools to project cash flow, here's the 
product for you. Just answer the ques- 
tions on your screen about sales and 
expenses, and out pops a complete 
financial plan in spreadsheet 
format... without wasting time to set it 
up! You can spot trends, run "what if" 
scenarios, and always know your cash 
needs in advance. 



Software that helps you 
locate lending sources. 

FINANCING SOURCES 
DATABANK 

I a ke t h e guesswo r k ( a nd t h e agony ) 
oul <>l borrowing by man hing your 
needs with firms who want to lend 
you money or invest in your compa- 
ny. Simply type in your industry, 
location, and the amount and type 
of capital required, and within five minutes 
you'll have a list of venture capital firms, 
small business investment companies, com- 
mercial banks, equipment lessors, factoring 
firms, and asset-based lenders who are 
looking for companies just like yours! 
Don't ever be put off by a local bank again. 




I ompiltei divk (DOS S- 
14. J- 1/2. WINDOWS 
i 1/2, MA< )and 242 
page reference >»iiide. 

$99.00 

plus $6 s/h 




( imiimltr disk (DOS 
s i 4, M/2, WINDOWS 
M /2, M V ) and U'v 
page rvt'e rente guide. 

$99.00 

plus S6 s/h 



Open the door to 20 
different types of loans. 

lomuiwER 

Lenders w«/tf to loan you 
money... and this program 
helps accommodate them! 
The Loan Proposal Summary 
template lets lenders under- 
stand your business, how 
you make money, and why 
your management is top- 
notch. The Complete Analysts spread- 
sheet helps you generate the percentages, 
ratios, and credit scoring lenders use to 
make decisions. You'll even have all the 
paperwork necessary for complying with 
SBA loan guarantees. 

Create public relations 
like a pro •..without the 
cost of an agency! 

VmmmBUILDER 

If you've always wondered how 
some companies always reap 
the benefits of free publicity 
this valuable product makes H 
possible for you to obtain the 
same benefits. Put your com- 
pany's story into business and 
consumer magazines, newspapers, radio 
and television. Developed by a public 
relations professional, this software helps 
you put your name in front of the people 
you want most to Impress, 




One- year 
\uI>m njititui 

(24 lams). 

$120.00 

plus S6 s/h 



Improve your chances of 
finding the right business! 

RELOCATABLE 
BUSINESS 

Save rime, expand your search, and 
find the business that's right lor 
you. Relocatable Uusiness 1 * 1 will 
help you find a business that you 
can buy, move, and operate any- 
where — without losing customers! 
Ihis unique publication covers the entire coun- 
try and provides detailed descriptions of estab- 
lished businesses in mail order, publishing, distri- 
bution and manufacturing and other movable 
businesses that are for sale I'wice a mouth you'll 
receive valuable information on each business, 
complete with decision-breaking sales history, 



CALL TOLL- TREE 1-800-479-4530 

OK USE THE COUPON ON THE LAST PAGE 



ORDIRNOYV! C VI J MM I i Kl I 1-800-479-4530 



Personal Skills Mini-courses 




ij.cab.ii 
m Iar.\ 



WINNING VOCABULARY GO FOR YOUR GOALS 

Proven techniques to enhance Build motivation and short- 
your vocabulary, and long-term strategies. 



LISTEN UP 

ster tr 
ening 



A GREAT MEMORY 



Lacli program 
includes two 
audio* assetles 
iiTid a pocket- 
guide. 

$19.95 
each 

plus Sts/h 



GOOF-PROOF GRAMMAR SPEAK FOR YOURSELF 

Deliver exceptional speeches 
and presentations with confi- 
dence and ease 



Avoid embarrassing mistakes 
when you speak or write! 



WINNING AT WORK 



FROM STRESS TO SUCCESS 



Master the secrets of successful Discover how to rememher what Handle pressure, interruptions, kt , ,. m , r . r | ze yourself and use 
listening you read, hear, and study. and worry effectively. stress p^uctively. 



Nation'sBllSineSS Order Form 

Send to: Marketing Dept., 1615 II St., N.W., Washington. 20062-2OOO 



Method of Payment 

□ Check or money order enclosed payable to Nation's Business 

□ Bill my credit card: 

J VISA J MasterCard J American Express 



Card*. 



Signature 



Exp. Date. 





WMJ Ol PRllfK * 1 


l Ml 
I'HIl 1 


S/H 

i osi 


lill U 
t*HI< 1 


BUSINESS PLANNING/MANAGEMENT 




How to Write a Winning Pm|*>s.il 


$149.95 


56.00 






ID/Plan Builder 

t»OS □ M/< 'J J- 1/2 □ WiiHSu*\ 14/2 □ MAC 


S 99,00 


$6.00 






Plan Write ft^r Business 

lUimlom 1 l/JOMYi 


S 99,00 


S6.00 






SafetyPlan Builder 


$ 99,00 


S6.00 






Living! rust Builder 

nmnS-IM HVX/i 1 Window* .1* 1/3 I iWK 


S 49,00 


$6.00 






Prime I Jfe Guide to Personal Success 


s ; 1 •■- 


$3,50 




IKK t Ml N 1 S.TOM PI.' 1 1 R SKILLS 




Consulting K ead v Wor ks 

frKDMM DUK nWkHfcwn CI MAC 


$119.95 








Legal l^tterWorks 

ix>s .v i / < ' 1 1 : u imii tw* ,n /3 □ mm; 


S 79.95 


S6.00 






Personnel Readysvorks 

DOSni-t/4 O 1 172 □ Wlndbml-i/2 DMA*: 


$119.95 


$6.00 






Sales U'tterWorks 

DQIO$4fl DS-I/I 1 WiruV/m M/3 t;MAr 


S 79.1*5 


smhj 






business LetterWorte. 


$ 79.95 


$6.00 






Personal letter Works 

DOSfJ MH □ MB 0 WUwtom 3*1/2 □ WAC. 


$ 79-95 


S6.00 






Lrnpltiyee Manual Milker 

Luis 1-1 J IViuJowa l |,7 St\i 


S 99<0Q 


S&tiO 






Employee Appraiser 


$ 99.95 


S6.00 




UN. AM 1 /M ARM MM. 




ll.mU ntr lor Marketing 

iWindmn C)/2 ONlY) 


S uti.no 


Stj 00 






Up Your C2a*h How 

IM1V J C1M □ Mtf U WJrtAwrt 1 -1/2 


M 39.00 


Sit.nti 






Financing Sources Databank 

oosos-i/* n wfi 


SI. 19.(10 


$12.00 





ORDER TOLL-FREE 1-800 479-4530 

or fax 1-202-463-5641 



Ship To: 

Name 



Company 
Address 



t itv 



Mate _ 



/5 P 



Telephone * 



(Hi\fuin\i for CrrJit tiflflj iiiw/ Ftfi flfdmf 



1 


> 

\ \Ml 1)1 riiom < 1 


isri 


S H 


IOI u 
VUH 1 


t JNAM 1 /MARK! I1M. ( ontliuied... 




1 <kiu tUiilder 

[*ft / .M/Ji Win«ii*tt.ll<2 M\< 




S6.O0 






Publicity Builder 
ihis : s.i/4 □ r-ira □ vsitKkun n,a i_ma< 


S <>9.00 








Relocatable Hu Mil ess 


S120.(X1 


S6,00 




Pt.RSONAI SKIl tSMlNLC Ol KM S 




Winning VcKjhulan 




SilH.J 






[ islen Lip 


S 19.95 


Si.OO 






< ro for Your Goals 


S 19.95 


SLOO 






A Cireat Memory 


S 19.95 


St, 00 






Goof* Proof Grammar 


$ 19.95 


S.I .IX) 






Winning .it Work 


S 19.95 


st.oo 






Speak for Yourself 


S 19 9S 


S.I.I XI 






I rum Slresv U> Success 


S 19.95 


$3,00 




Orders outside ..,„,, . , 
an i S V aiuM anada SUBIOIAL 
add S25XX) per product CA, D.C. & MD SALES TAX 
tni shipping. 1 tiling 

roiAi 









Your Order is 100% Satisfaction Guaranteed 
or Your Money Back Within 30 Days 

\BOW 



By Michael Bc\ 




Four For Hie 



The summer travel season is 
winding down now, but seeing 
all those cars on the highway 
has made us think about a 
variety of products 
designed to make 
travel a little more 
pleasant On the 
assumption that 
you may still 
venture out of 
your lair occa- 
sionally after 
Labor Day, well 
tell you about 
some of them: 

Conversation 
Cards 

These aren't billed as a travel 
item; well explain why they 
strike us that way in a minute. 
The cards, made by a small St. 
Louis company called 
TableTalk, come 52 to a pack, 
and the idea is that theyH 
encourage people to start talk- 
ing to each other. Each card 
states a fact, using that fact as 
the springboard for a question. 
There is no right or wrong 
answer to the question— its just 
supposed to get you talking. 
Heres an example, from the 
pack called TableTalk": 

"The extinction of the 
dinosaurs is an unsolved ques- 
tion. Atlantis was a legendary 
island in the Atlantic Ocean 
said to have sunk beneath the 
sea. Scientists cannot explain 
why whales sometimes beach 
themselves in large groups. If 
you could solve any mystery, 
what mystery would you solve 
and whyT 

Other pacta have themes- 
science, art, music, movies, 



Road 



the Bible, sports— and one is 
called "KidTalk" There s the 
travel connection: not just 
"KidTalk" but a lot of the 
other card sets seem made to 
order for kids. We find it a lit- 
tle hard to imagine reaching 
for a conversation card when 
there's a lull over dinner with 
friends at a nice restaurant, 
but what about when you 
have a couple of grade-school- 
ers in the hnck seat on a long 
trip? Few kids could resist a 
lure like this one: 

"April 25 was a holiday in 
ancient Rome. It was a feast 
day set aside to honor Robigus, 
the #k1 of mildew. If you could 
create a new holiday, whom or 
what would it honor?" 

Before you know it, the kids 
have settled on a holiday to 
honor Beanie Babies, a few 
hundred miles have rolled by. 
and you're at grandma's house. 

TableTalk recently put out 
some more sets spm Really for 
children, these under the head- 



ing "Careers for Kids"; they're 
intended to get children think- 
ing about the careers that 
might best suit them. The first 
four sets are on art, music, tech- 
nology, and sports, 

Tb learn about stores where 
you can buy TabieTalks cards 
or to order them directly 
from the company, 
call 1-800-997- 
5676. The 
prices are 
$5.95 per 
m pack for 
w, T he con- 
4? versation 
y cards and 
R $6.95 per 
jack for 
the career 
cards, plus 
postage and 
handling, 

Ventsations 

A Sioux Falls, S.D„ company 
called Dakota Products has 
come up with a twist on the 
familiar air fresheners— you 
know, the cardboard pine trees 
you see hanging from rear-view 
mirrors. Dakota's fresheners 
are a little more discreet; 
they're plastic clips that you 
can attach to the air vents on 
your dashboard. 

The company says that its 
Ventsations Scent Clips are 
"impregnated with a pure fra- 
grance oil,** and after trying 
an "apple spice* clip, we 
] believe it. Such 
an aggressively 
camouflotf- 
ini* scent 
may be 

just what you ^ 
want, particu- 
larly if you re a I 
heavy* smoker. I 
The Ventsa- ' 
tions clips am 
widely available at 
discount stores. 



Airport Transit 
Guide 

The 16th annual edition of 
Salk Intcntiftittnttrs Arrfxtrt 
Transit Guide has been out for 
a while, but it would be a 
shame not to mention it, since 
its a nifty publication. For 432 
airports around the world, it 
gives you detailed iniormation 
about how to get from the air- 
port to the city center 

We checked the guide against 
some airports were familiar 
with, and we were impressed 
by ite thoroughness and accu- 
racy You can order individual 
copies for $H.9r> by calling l- 
800-96^4943. You can also get 
copies imprinted with, say; your 
compiinys logo <50-copy mini- 
mum). The 1998 edition will be 
out late this fall. 



Kwikpoint 




If you've traveled overseas, 
you Ve probably had the experi- 
ence: You desperately need to 
communicate with someone — to 
find a doctor or a rest mom or 
something else equally 
urgent — but language is an 
insuperable barrier. 

GAIA Communications has 
an answer: the Kwikpoint Inter- 
national Translator, a folded, 
laminated sheet that you can 
carry with you. It is covered 
with 600 pictures and sym- 
bols—for food, police, phone, 
taxi, and so 
on— thai you 
can point li- 
en you want to 
j) your need to 
one who does- 
n't speak English, 
lb order, send a 
I check for $6 to 
OAIA Communica- 
tions, Inc.. P.O. Box 
238, Alexandria. 
Ya 2'SM MUri* tfl 
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Nation's Business September Ur97 



Nation's Business Classified Ads 



CLASSIFIED RATES AND INFORMATION 


BOOKS/PUBLICATIONS 


To place a classified ad CALL TOLL FREE. 
800-424-6746 (in Washington, DC call 463* 
5640) Fax: 202-463-3102 or write Nations 
Business Classified. PO Box 1200. Washington. 
DC 20013. Closing date tor advertising is live 
weeks preceding date of issue. Rates are based 
on frequency at a per line per insert cast as 
follows: 

1x 2x 3x Bx 12* — frequency 
570 $67 $62 $54 $39 -line rate 
$980 $925 $860 S750 S525 — per inch display 
Ad mirtlmums; solid set, 3 lines 
display. 1 inch. 

How To Reply To Box Numbers 

Box (number in ad 1 
Nation's Business Classified 
POBox 1200, Washington, DC 20013. 


JolesDoctors Magazine 

The world's best ideas to boost 
your sales, delivered to your 
desk every Monday - FREE! 

www.salesdoctors.com 


BUILDINGS 


1 STEEL BUILDINGS' From HERITAGE delivered to your 
pbsite ready to bolt together. 5000 sizes, burid « yoorsetf 
and SAVE Call with your building size 1 -80O643-55S5 
Heritage Building Systems, FOB 470. INL Uttte Rock, AR 

721 


FACTORY D4RECT, TOP OUALfTY, STEEL BUILDINGS & 
SAVE COMMERCIAL. FARM ETC , EASY CONSTRUC- 
TION, COMPUTER DESIGNED GUARANTEED FOR 
QUOTE * 1*800-494-2323 


BUSINESS FINANCING 


ADVERTISING SERVICES 1 


THE CAPITAL NETWORK introduces mvestors to serious 


POWERFUL MARKETING STRATEGIES revested m short, 
executive aodKKXJurse wil help create success! Winning 
ideas to improve results preserve capital, boos* prctfilst 
FREE Normative details 1 -888^23-8477 


emerging growth companies For more information 
CALL5t2-30WB26 


CASH FOR INVOICES Accounts Receivable Financing to 
$2,000,000. Direct lender wilh offices nationwide. AeraFund 
Financial Approvals by phone 1-600747-4AFl(4234) 

ACCOUNTS RECEIVABLE MANAGEMENT Accounts 
receivable financing Outsource credit department National 
Factomig Services t-800-263-€7O0 http //www factors net 

EXPOfTT FINANCING ALTERNATIVES Equipment Loans 
Cross-Border Leasing Project Finance & Export Credit 
Insurance Latin America Pacific Rrm Mexico & other 
ernercpng foreign markets call Adirondack Leasing CI 800- 
678-7342 




ADVERTISING SPECIALTIES 


ADVERTISING SPECIALTIES - A boom industry! And one 
thai can make you S2O.0O0; $30,000; even $50 000 - up from 
your own sales to business corrmjnty pfcjs 51,000 - up 
monthly m ovemdesf Top rximmrssjons advanced dairy by 
direct deposit- Mo collections no inventory, no deliveries, no 
business investment A risMree opportunity, full or part-true 
Toll free phone support, Beginners ask tor free Jnfbf ma&on 
packet Experienced heavy-hrttefs currently engaged 
specifically in this industry send documentation of sales vot- 
ume and ask for special accelerated upscale offer Our cre- 
dentials !G3 years continuous cperatcn top D & B rating 
For instant action, phone Gregg Emmer. Kurt Kaeser, Fred 
Albrecht (800) 643 0790, or write Kaeser & Blair, fnc . Dept 
N-OQ? 4236 Grtssom Drive. Betavta, OH 45 1 03- 1669 


BUSINESS OPPORTUNITIES 


RELOCATABLE BUSINESSES 
Acquire established, going businesses you can relocate to 
your area Mail order, publishing, distribute light manuf 
other mov^e businesses lor sale Fa a hse sample report, 
write the relocatable Business nesvsleflef PO Box 220032, 
Great Neck NY 1 1022-0032 or call 14900448-8567 

MICROSOFT'S WEB-TV $300 MAGNAVOX UNIT lets you 
surt the net thiu your own TV No computer exp 
rwanrjctoch.com $694 mvsmi i 8Q0-58fM3G2 


APPAREL 


SUSPENDER WEARERS f 

FRUSTRATED WITH CUPS THAT CONSTANTLY SLIP Off 
VOUR RANTS? Our suspenders Mure patented ooelp 
Clip* Money Bad* Guarantee Brochure/Order 800-700-4516 


AUTHORS 


CONSULTANTS. Conduct popular prciessoai aemrnars Nail. 
Quafrftcation Tramng Free into Carteon Leeranorf^rtcfmax 
Field Mgr Ins Randall 1^00-94^9140 NVC. 




NEW AUTHORS 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED 

Fir.Mon, Biography, Rnliyiou*., Portiry, Children c. 

AUTHORS WORLDWIDE INVITED. 

VrtfTt Ot Sf NO YOUt MAHLfSCWPT TO 

MINERVA PRESS 


CASH! 

HoWr>g a mortgage on property you sold? 
Sel tor CASH' Nationwide 1-80O862-2744 


LET THE GOVERNMENT FINANCE your smafl business 
GrarrtsAians to S80C00000 Free recorded message 
707*449-8600 (HS2) 




1 * INTERNET GOLDMINE * 


L 


Make over $100,000 your 1st year! 
Guaranteed Monthly Payouts 
Low Start-up * Not Multi-level 

fct? (|M)7SI-iMt* 


BOOKS/PUBLICATIONS 


MANUSCRIPTS WANTED ALL TYPES. 
Pur^^wtlhZS-yeortradilion 'Authrys Guide to Subsidy 
fUXfchmg* 1^800-695^9699 



BUSINESS OPPORTUNITIES 



SECRETS FOR SUCCESS 
You can t^ecome a Super Achiever 
(www.echiever$ com ) 

CREATE CAPITAL QUICKLY' without the need for banks, 
venture capitalist or the SBA For details Call 303-281- 
6721 24Hr recorded message 

MAKE MONEY WITH A FAX 
Starting income S4,60uVmo. sending taxes to physicians 
from your home or office BOO- 777-2565 Ext NB9 
http //www medafax.com 

RICH NICHES MASSIVE LEARNING potential a! home Solid 
14 year envinofnendty company Hypergrowth. Gam hearth, 
time, freedom Lower Laxes FREE TAPE 1-90Q753-5106 

AFTER RESEARCHING HUNDREDS OF OPPORTUNITIES, 
famous financial advisor Robert Allen shares FREE advice 
on starting The Ideal Home Business 1-9CXM99-Q179 

INTERNATIONAL PARTNERS I earn $333,000++ yr run- 
ning my fcrffl bus from my ocean view home, & need 2 
working partners, H7FT U S «► 34 nations (714) 726-5084 
24hrmsg 

CAPITALIZE ON CRIME I Earn ama/mg profits on full tried 
crime prevention products that setl fike crazy' Free whofe- 
saJe catalog 30O735-1797 POB 10154, #NB Yakima, WA 
96909 

CAREER BURNOUP HOME BASED HEALTH BUSINESS 
EARN SERIOUS RESIDUAL INCOME ON A PART-TiMf- 
BASJS NO RISK. NO REJECTION FREE RECORDED 
INFORMATION 1-60t>92S-2494 

BE WITH YOUR FAMILY & work from home Partner with SOC- 
cessfuJ professionals and enjoy the financial freedom that a 
6 figure irwTT&cariprrjflde B00-39S-9561 ext. 466068 

MONEY MAKING MACHtNE' Curbmale machine installs 
beautiful concrete lawn edging Customers love this new 
product Amazing profits irocn tms simple cash business. 
601-262-7509 

*1 MONEY MAKER Spare Timet No sertmgi No hw tfryl 
Publicly documented seven week $19 919 income' Free 
audio cassette and Report revecri everything Real Money. 
33HMB97 SW 5th Street Grants Pass OR 97S26 

MEDICAL BILLING Start your own business Process 
hearth insurance claims electronically No experience 
required Excellent income potential tnvesJment $4995 - 
$6495 Financing available NCS 8007207-371 \ ext 370. 




Timely 
Reminder 



Special Simpler Offer -Ju«t 115.00. 
For our o*/uxe logo walcn Never fade 
Lifetime warranty Specify man's or woman's size 
Send your color logo on stationery or business card 
and $15 00 per watch {plus sales m m CA only) 
Limrt 5 at Itirs sampler price Order now 

/jCim C> tit Gown Rud- Dept Nft 

At titni-trntt 
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BUSINESS OPPORTUNITIES 



MAKE YOUR DREAM COME TRUE EARN $75,000 YEARLY 
REPAIRING. NOT REPLACING, Small Cracks in WindshieidS 
TOO. FREE t^BOO€26^8523 (USCanada) or write GLASS 
KCCHANtX, 4555 NW 103 Ave R Laupordala, FL 33351, 

FREE MONEY MAKING NEWSLETTER! 
Make Over $100,000 3 year in Network Marketing 
Amazing 10 step fact fined report snows you how GUAR- 
ANTEED 1 CALL NOW 1-B0t>65r>6397„ Ext 256 
www pfosieptncoom 

THOUSANDS Of BUSINESSES 
1997 Franchise Annual Directory includes over 4,000 Irst- 
tngs 1 Explains how to investigate Over 400 new listings 1 
"When you buy a franchise, you buy risk-iaduction * 539 95 
inclusive. Money Back Guarantee. INFO FRANQHISE 
NEWS 72SA Center St Lsw&m NY 1409? VISA/MC 
835-806-2665 



BUSINESS SERVICES 



NATIONAL TELEVISION MARKETING 
Market your product or service on TV Affordable Turn-Key 
or Jc«* venture Options 600-215-9987, 

DIRECT RESPONSE SPOTS Infornerciais. Corporate & 
Mu&c Videos from Script to Screen on Location WorldwKje 
Broadcast Quality S69CO COMPLETE 813 960 1332 

YOUR COMPANY LOGO If J BRASS 
impressive wall loops o* brass, crtrorne. or other cost eftec- 
live finishes Free estimates METAL LOGOS. INC 
a0T>646-LQGQ(5646? FAX 402-33»2311 

INCORPORATE YOUR BUSINESS - ANY STATE! Delaware 
rsccrporatiorrs instantly. Professional service We invite 
comparison MGVisa/Arne* CapAmenca Inc 888-736- 
4-300; 302-736^4300: Fax; 302-736^5620 
http//ww w.gyparr»eiTcaxom 

Personal Checks 

only 29 95 + S&H 
1-800-239-4087 



Literature Displays 




»vur ptowxrs .... 800-626-0322 



BUY IT WHOLESALE 



GENERAL MERCHANDISE ■ 29.431 Products' AW Types 
Lowes! Prices to Retail, Mail Order & Flea Market Sellers 
Write Crestco-Nfl79, 668 Mam St Wilmington, MA 01887 

Buy 39 45? PRODUCTS. DIRECT from FACTORIES in, 
Taiwan, HKong, Philippines. Mexico! Save 500% ■ 900%f 
Echo Box 739-NB87 Shalimar FL 3257^0739 USA 

NOW* BUY THOUSANDS OF UNIQUE PRODUCTS FACTO- 
RY DIRECT USA, Xarwan. Hkong, Orient PhApmes & more 
Drop-sMppers loo" Valley Bo* T33-NB, Purand, Wl S4736 



CALL CARDS LONG DISTANCE 



9ft MtN LONG D NO FEES NATIONWIDE INTERSTATE 
htaf hiiernafjonai Cal Cards BIG USERS CALL None 
fieter/Proven Dependaole Fiber Opbc 800-564-4348 



CALL CARDS/LONG DISTANCE 



LOWEST LONG DISTANCE RATES AVAILABLE ANY- 
WHERE BusinessiResioentla! Accts No contracts. NO 
minimums Top nationwide earners Satisfaction 
Guaranteed 1-800-34O-23S0 



CARPET 



C ARPET- V I N Y L~H AR DWOOD- H ANDC AR VED RUGS 
FREE PAD with 40 yd min purchase Milt-Direct. Lowest 
Prices, Warranties Free Qucies^amptes 1-800-548-5815 
Ext 7, Dal Ion, GA 

CARPET Save up to 50% & more on major brands We also 
manufacture our own beautiful styles. For information & 
samples call 1-600848-7747, Ext 45 DaUon. Georgia 

ABC Floor Products-Carpet, Rugs, Vinyl, Major brands 
Save 30-6Q^Tor home office or church Shipped direct 10 
youf poor 1^900-275-0815, Ext 101 



CATALOGS 



THE MOST TRUSTED SOURCE FOR DA LI 



DALI 



fiorn S J5QO.0O 
CjII Fof Catalog 

1-800-999-DALI 

or |J10| 



SILVERS TATE FINE ART 



EDUCATION 



PH D S $149, M A S $1 19 75, B.A/5 $89.75. 
FREE INFORMATION. CALL T -800-689-5 102 or 
http:\^vi^ww,3mericflncolieoe com 
BARRINGTON UNIVERSITY - Accredited. Affordable 
degrees Distance Learning Bachelor, Master, Doctorate 
credit for work & academic experience, 800-533-3378 
www Barrmgton.edu 

PARALEGAL GRADED CURRICULUM Approved home study 
Most affordable & comprehensive 100 yrs of legal training 
FREE CATALOG l 800-826.9228 BLACK STONE SCHOOL 
OF LAW. PO Bo* 7Q1449, Qept N8 Dallas, TX 7537D 

EARN YOUR BACHELOR S ANDrOR MASTERS degree by 
distance learning No residency required. Southwest University 
2200 veterans Btvd Kermer LA 70082 (800} 433-5923 Fax 
504-468-3213 or vtsrtAs at rx^z/vwyvr souu-^^edu 

COMPLETE YOUR COLLEGE DEGREES AT HOME 1 
Approved, self-paced economical Associate, 
Bachetors, Masters Doctorates Emphasis in: Business 
Administration (Health Care. International 
Business.Human Resources MIS). Computer Science 
JD/Law Psychology. Technology Management Southern 
California University for Professional Studies t840E T7S»- 
NA. Santa Ana CA 92705 800*477-2254 
http;/www scvps.edu e-mail enrofl<>scvpsedu 



EMPLOYEE BENEFIT PROGRAMS 



EMPLOYEE INCENTIVE PROGRAMS 
See Productivity Skyrocket, Profits Soar Industry Proven! 
Complete Kit $199 95 

t -388-393-3256 www incensortcom 



EMPLOYMENT 



EARN EXTRA tNCOME 1 Assemble craft products at home 
lc<besJcornoanies-oflennQvHr^dwor1< Marrriation 1- 
800-377^000 Exl, 6560 



EMPLOYMENT 



MANAGER to manage & direct co ftnanaai ops Prepare fm i 
reports, conduct internal audits anetyie bus ops Design & 
implement internal fn I systems [billing, collections, payroll, 
receivables analysts & OtxJuctons reconcihaixjr^s & assign- 
ment & sec/egra&cn o< duties) using amp system Testing 
internal control systems Conduct bus ops studies 40 hrs , 
$30.62$y Bachelor's n Bus Adrnin w/rna|Or study n 
Finance. 2yrs exp m job offered or T yr. mgrl exp ♦ 1 yr 
auditing exp Send fesome to J Gaston [>vrfEmrXiyrnent 
Security, PO Box 339, Fbnssant. MO 63032 Re Job Order 
*^0343? XJj located m Deve Coeur, MO 



EQUIPMENT FINANCING 



HARDIN EOUIP LEASING - LOW 9% & UP RATES 100% 
FINANC1NIG/OWNERSHIP 9 LEASE END. APPS BY FAX 
GET QROWtNGt!! CALL 1-800-443-9604 MSI 

PHONE-A-LEASE $5K-$150,000 'No Financials Required • 
(Bigger Leases. No Problem!!) 4 Hour Approvals 
Computers " Phone Systems ' Vbice Mail * Trucks * Cars 1 
Recyctytng Ept * Construction Equipment * AdirondacK 
Leasing 800-678-7342 

EQUIPMENT LEASES up to $75,000, Application Only. 24hx 
approvals First Credit Corp, Call Brian ai 1-800*326-4138 
Ext, 3, FAX 90M79389 1 We Welcome Your Business 



FRANCHISE OPPORTUNITIES. SERVICES 



FRANCHISE YOUR BUSINESS 
With rne leading consulting firm in the country. 
MCGROW CONSULTING (800) 358-6011. 



Franchise 

your business! 



Call lor Information about "FranchlM Your ftuilnat* 
■•fninar* or Inrormfttlon on francnlaing. 

UBMMNGNM 

[1.BOCK37 2-6244 \ ^ 



Francorp 



IffTERNET 



Intersession can put your company on the INTERNET' 
Professional Web design construction & hosting 
Can 600699-9129 or http /nvww intersession net 

We build your Internet *SJte to Suit* Have questions? We 
have answers. Competent, creative, compeiftive 
Cornmerce + Database + Java We do it all For details call 
BCG 1-80O426-00QB www.bcg net or intofltocg .net 



INVENTIONS 



FREE INVENTION PACKAGE: Davison & Associates otters 
customiied DevelopmenT, Patenting & Licensing of new 
products & ideas Proven Results V800-677-6382. 



LEGAL SERVICES 



TRADEMARK SEARCHES $ 1 50 Application Preparaiion $350 
Located 30 rrvnutes tram US Patent & Traoemtvk Office 

Attorney Jay Horow^ 

PATENT & TRADEMARK ATTORNEY m Port Cdlms, CO 
provides quality patent & trademark services for individuals 
& companies nationwide via mail at affordable fixed 
tees John Flanagan 97W07-D560VFax 970-407^0561 tor 
free info about services 



Reach more than 
850,000 subscribers 
with your ad in 
Nation's Business 

Classifieds 
Call 1-800-424-6746 
for more information 



Business opportunities 



COMING IN OCTOBER 



MAILBOX 
RENTALS 
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MAIL ORDER 



MILLIONAJRE Mailorder Expert Reveals Money-Making 
Secrets' Free, exciting hour cassette MeVan Powers, 
1201 5 Sherman fid No Hotlywood. CA 91606 (818)765- 
86 1 B hnp //www. mpowers com. 



MARKETING 



DISCOVER INSIDER S£CRfcTS of successful marketing 
Any aze bustfiess will save money & improve re&jfts after 
hearing ins revealing information Instruction worth hur> 
areds now available in affordable short-course forma by 
phone FREE rnlroductMDn, Ihen just $2.99 per minute CalJ 
Rihn-Ryden Marketing today! 1-900-933-5333 Must be 18 



OFFSHORE SERVICES 



INCORPORATIONS TRUSTS. BANKING Complete off- 
shore services Complete Confidentiality. Cortacl Canadian 
based rep lor FREE BROCHURE. 1-800-881-3342 



REAL ESTATE 



NOW THIS IS COLOM Now is ihe time to own a pristine 
mountain property, with evergreen forest, mountam mead- 
ows, and incredible views Perfect tor cabin, home or com- 
pany retreat Hifce, camp, fistv or Just horse around 36 
acres $76,300 Call STEVE 719-942^148 Land Prop 



STOCKS/INVESTMENTS 



240% RETURN 
FREE TRADING SIGNAL CURRENCIES- BOND-5 & P 
-CALL 900-7064)780* FAX 908-251-5684 



Moving 
Soon? 



Please advise Nation S Business at least 
t iv c- v.irks Iu'luR' Mm mo\e S*jiui old litkI 
new addresses to expedite the change, 
You may ivmovr ilu- adiiivss UM frcnn 
your magazine and enclose it with your 
\\v\\ :ultlress. 

Change of address should be senl to: 
Saltan 's Business 

Tl |l) \lt hnlsoll ( Ol 1 11 

Kensington, MD 20^9S 



PLACE LABEL HERE 



5mv 

or wrr.* <tuvj 



* * 

: .franchising 

FRANCHISING 
SUCCESS STORIES 

Call 

1-800-424-6746 

for information 
on how you can 
advertise in these 
special Franchise 
Guides 

NationsBusiness 

The Small Business Adviser 



Earn The Living* 
You've Dreamed Of.*. 
Right In Your Own 
Dream House! 



l ive in * stunning Eagle's Nc*1 home w ith design 
feMifurr} not found elsewhere .»t rwtcc the prirr. 
Model* low a* S*>. 10 per vquitrr foot 



|*m up to SMHK) to SI 5,000 per home... 

• Quality 

• Contemporary / Traditional Homes 

• Keep Present Employment 

AN you need to tfel started is a S5.000 house 
deposit for your own business or private use. 

for a FREE l-ull Color Brochure: 

Call Mr. Nfttions at 1-800-579-1079 (24 hrs) 

Fax (770) 720-7605 or write: 

t jjtlf » Hontn, 1i»t 
JdF Kj|Im >r*i l»we 

Visit our web site at: 
hltp://www.eagicstieslhi>mrs.u.in 




Call mailbox 
manufacturer 
tor tree 
catalog and 
information 
on adding 
mallboxe$ to 
your present 
business 
or starting your 
own Private 
Postai Center 



FREE CATALOG 



Call 24 hrs 

{B00) 323*3003 1213)232-6181 fax (213) 232-7021 



SALSBURY 

INDVITRIII 



1010 East 62nd Street Los Angeles. CA 90001 



Dr. W Edwards W~W^R 

Deming ■C7 

Best Efforts D 
Are Not Enough! 

Interactive Multimedia Symposium or 
C1>R<)M about who he wus. what he hud 
U>sa>.ul>ri wh> it ^ important toes* r vom 

Here* your chance (o attend a Dr. Denting seminar 
in the pnvac) of ypw own home 1 



[Knnini! Perspective 
Dcming Biography 
Role of the Customer 
Profound Knowledge 
4 Wa)* to Improve 
Shewhart Cycle 
14 Principle* 
Deadly Diseases 
Funnel Lxpenmem 



Dcinin^jsmi 
Red Bead Ejtpcnmcnr 
Interactive Review 
Philosophy in Action 
Subject Matter Experts 

Over an Iwntr of video 
;md audio! 



Ode No Tl on Header Service Card 



Beaimlully hound in hook lotm - suitable for 
pits and ready to imparl l >r ( K mim: s power lul 
profound knowledge for you In apply to your 
Mtfe&i and personal life* Call mm and order 
your copy for the amazing value of $229.95. 
plus tax. & £10.00 shipping and handling 

1.800-370-7911 

I se Order Number m;i>«l>-3 

v in & MasterCard accepted. Allow 7 day* 
for delivery. For further information un lum 
dm powerful uml can be tailored 10 ft your 
company's spevifk requirements call us at 714- 
s u vK45or fa.\ 714*870-1531- Brought |o 
you b> IMmATA Worldwide. LLC. 

CircJe No 6 on Reader Service Card 
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Direct Line 



Experts anstver our readers* questions about 
starting and running their businesses. 

By Stephen Blakely 



PROMOTION 



Plans For Celebrating 
A Company Birthday 

We are a family-owned wholesale 
business, and this year well mark 
our 90th anniversary. We are look- 
ing for ideas or literature on how to 
plan for and promote this milestone. 
S.C, Lancaster, Pcl 

You can start with the Public- 
Relations Society of America 
tPRSA) in New York City. 
Assistants at its information clear- 
inghouse, the Professional Practice 
Center (212460- 1459 \ can direct 
you to a public-relations firm in 
your area, either by telephone refer- 
ral or by sending you a free copy of 
the organizations "red book*' of 
member firms and consultants 
around the country. 

The PRSA. the nations largest associa- 
tion of public-relations 

professionals, has more 



GETTING STARTED 



Funding For 
Minority Firms 

I want to start a busi- 
ness that would train 
people to use software. I 
have a very strong business plan, and po- 
tential clients are waiting for me to open 
my doors. Where can I mid funding? Are 
there options geared toward minority- 
owned companies? 
/;> .. Down N.H. 

In the private sector, the National Bankers 
Association in Washington, D.C., repre- 
sents minority-owned banks that target 
loans to minority-owned businesses. For 
the nearest member bank in your area, 
call the association at (202 ) 588*5432. 

Most states have an agency that provides 
one-stop assistance on financial programs 
and services for small businesses. Check 
the library or the phone book for your 
states office of small-business support. 

On the federal level, district offices of the 
U.S. Small Business Administration (SBAj 
can direct callers to local organizations 
that provide various services and loan pro- 
grams for small businesses; call 1-800-827- 




LUATfUTlONS MMT 



than 17,000 members. For a $15 fee for 
nonmembers, the PRSA will search its PR 
Works database to produce two-page pro- 
files of similar events held by other compa- 



5722 to find the district office nearest you. 

The U.S. Commerce Departments 
Minority Business Development Agency 
funds Business Development Centers na- 
tionwide to help minority-owned start-up 
businesses; call (202) 482-1015 for more in- 
formation. 

In addition, ail major federal agencies 
have an Office of Small and Disadvan- 
taged Business Utilization. These offices 
help funnel a share of federal contracts 
and subcontracts to capable businesses 
that are small, disadvantaged, or both. 

A well-developed business plan is essen- 
tial for finding capital. Most banks require 
such a plan before making most types of 
loans, and the SBA will not guarantee 
long-term loans without a plan. <For more 
on the importance of business plans in ob- 
taining capital, see "One Giant Step 
Toward A Loan,* on Page 34 of the August 
issue.) 

Tutoring Tips 

Ym an environmental engineer with a 
graduate degree and a lot of skill in math- 
ematics and science I would like to start a 
side business as a tutor in math and sri- 



nies. The summaries provide use- 
ful information about promotional 
campaigns that were tried, when 
they were conducted, their cost, 
and whether they worked 

Be sure to specify that your 
event is a corporate anniversary 
and describe the nature of your 
business and the type of customers 
you serve. 

For possible solutions closer to 
home, contact other local business 
owners to find out what anniver- 
sary or special-event projects they 
have tried. Wat eh for similar pro- 
motional efforts that catch your 
attention. Check with a nearby 
college or university to see if the 
business or advertising depart- 
ments offer free resources. And 
local print, radio, and television 
outlets are sure to have some suggestions 
for ways you can fashion a paid message, 
depending on how much you're willing to 
spend. ■ 



ence. Where can I get information on start- 
ing this business and on appropriate 
teaching materials? 
LC, Malverne, N.Y. 

Try the National Tutoring Association, 
based at East Stroudsburg State 
University in Pennsylvania: l-.sixi *>21- 
2930, Membership is $25 a year. In addi- 
tion, there are separate professional 
groups for math and science teachers, 
though neither provides support or pro- 
grams designed specifically for tutors. ■ 



HOW TO ASK 



Have a business -related question? Mai) 
or fax your typewritten query to Direct 
Line, Xatiwt's litfsiiuss, L615 II Street. 
N.W., Washington, DC 20062-2000; 
f202 > 463-3102. Or transmit your 
question to our CompuServe address: 
76436,1735. Be sure to include your 
address and telephone number. 

Because of t he high volume of letters, 
we can answer only those that are chosen 
for publication. Questions may be 
condensed, and writers will be identified 
only by initials and city. 
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INSURANCE 



Getting A Handle 
On Liability Coverage 

l manufacture and market ;i small 
exercise device that sells for under 
$50. I have a contract for several 
hundred of the devices, but the con- 
tract requires me to have product* 
liability insurance for up to $1 mil- 
lion, and 1 can't afford the 
premium. This product couldn't 
cause an injury unless someone 
used it as a club, Wheiv tan I jjo for 
help? 

L$., M equate Wi& 

Perhaps the best way to shop for 
product-liability insurance is to 
seek out specialty insurers that 
deal exclusively in such coverage. 
A general insurance agent should 
be able to help you locate a spe- 
cialty carrier in the product-lia- 
bility sector, Madelyn Flannagan, con- 
sumer-affairs advocate for the 
independent Insurance Agents of 
America 1 1-800-221-7917), based in 
Alexandria, Va., recommends that you 
first contact the agent for your home- 
owners insurance. 

Flannagan notes that if your device is 
patented, the insurance premium likely 




would be lower than it would be other- 
wise because a patent indicates the prod- 
uct has been *tried and tested. " She says 
you also might be able to spread the cost 
by finding a partner, such as another 
manufacturer, 

"Product-liability insurance is expen- 
sive, especially if [the product] has the po- 
tential to cause bodily injury— that's the 



H7 



standard," Flannagan says. 

Keep in mind that you could 
pass along to customers the cost 
of insurance by raising the price 
of the product, although competi- 
tion and customer reaction may 
make that option unappealing, 

Tb determine which companies 
sell product-liability insurance in 
your state, contact your state in- 
surance commissioners office. 

Also, you can visit the U.S. 
Small Business Administration's 
computer "chat room" on the 
Internet at tcivmsbaontine 
.xbcLguv to ask other small-busi- 
ness owners around the nation 
how they handled this type of 
problem, Be aware, however, 
that this is merely a networking 
tool for small businesses; the 
SBA has no product-liability-in- 
surance programs that could 
help you directly. 

The business community has been work- 
ing for years on legislation to rein in the 
skyrocketing legal and insurance costs as- 
sociated with product- liability lawsuits. 
Congress passed a product-liability bfl! 
last yean but President Clinton vetoed the 
measure at the urgi ng of consumer groups 
and trial lawyers. m 



ADVERTISEMENT 



Mail Order Form To: 

Nation's Business 

Marketing l)f»p;irtmi'nt 
H SlreH. NW 
Washington, DC 20062-2000 

□ Yes! Send me Project KickStart 
for Windows Tor $99,95 + $7 s/h. 

(CA. DjC A MO nnuriwii* add IftlllljllWH mmI«* u*> 
OroVm o<Jtxfc)# the UAA. Mini Canada, 
add S2Ti wh per product, 

□ Check enclosed payable to 
X a i ion's fiushifus 

Bill mv: □ Visa DMC □ Amex 



Card#: 



Plan big and small projects 
in 30 minutes! 

Project 
KickStart 



Exp. Date: 
Stature: 



Name 



for nrdd mnt I >fr>nn i 





Jj^re's the fastest, easiest way to plan almost 
any project Whether you're launching a m w 
product , starting a business organizing an 
ewnt. designing a Web silt', or pn Mincing a 
company newsletter, Project KickStart will 
help you devise a strategy to get the insults 
yoti want This easy-to-use program helps 
even the novice user develop a clear overview 
oft he project and the steps needed to 
complete it successfully. 

( 'urtiputiT disk (VVuninv. - :; rj fur \'i ' ny hurhen 
and 98 page reference guirle. 



$99.9J 



Order toll-free I 888-333 0358 
or fax 1 202-463 5641 
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Editorial 



Nut ions Husint'ss S* i ]ilvnil HI9" 



Reasonable Product-Liability Reform 



It has long been apparent that the legal procedures estab- 
lished to compensate individuals injured by defective 
product* are badly flawed. Among die defects: 

■ While 70 percent of the products made and sold in this 
country cross state lines, each < A' the SO slates has its own 
product-liability law, which adds 
substantially to the complexity 
and cost of business defenses 
against personal-injiay lawsuit*. 

■ Pn duct-liability law s of 
many suites lack guidelines for 
assessing punitive damages, 
which are added to compen- 
satory damages covering eco- 
nomic costs such as lost wages 
and medical expenses resulting 
from an irtfury 

■ In :{() states, a business that 
sells a product containing de- 
fects of which it is not aware can 
be held liable for damages if peo- 
ple are harmed by that product 

■ A company bearing only 1 
percent responsibility for an in- 
jury can be forced to pay virtu- 
ally all of an award for damages, 

■ Eleven states permit liabil- 
ity suits by people who were 
under the influence of alcohol or 
illegal drugs when they used the 
products allegedly responsible 
for their iryuries. 

■ In some states, the gross 
misuse or alteration of a product 
does not preclude suits for damages related to that product. 

■ Fear of liability lawsuits has caused manufacturer to 
withhold trom the market a wide range of products that 
could make impoilant contributions to the health, safety, 
and convenience of the American people. 

The total cost of the current tort liability system, 
which covers all types of personal- injury claims, is an 
estimated $150 bUUon a yeai; which represents re- 
sources that could otherwise be put into developing 
new* products, creating jobs, and improving U.S. com- 
petitiveness in global markets. 

Btisiness has been trying for nearly -( i years to bring 
order and fairness to the laws for resolving product-lial >i!it y 




claims. Legislation to that end cleared Congress last year 
for the first time, but Presw lent C Clinton vetoed it on the 
ground that it did not address coasumer interests ade- 
quately. He said he would sup|M»l * l ivas< liable ' legislation. 
ProdueMiability-reform legislation is again pending in 
Congress, The measure was 
drawn up to meet many of the 
objectioas the president stated in 
his veto and to offer room for 
compromise on others. 

These are among the key pro- 
visions of the measure: 

■ A federal liability law would 
replace the complex and fre- 
quently conflicting patchwork of 
51 individual arrangements in 
the states and Washington, I'M \ 

■ Produd setters w ould l>e li- 
able only for their own negli- 
gence or failure to comply with 
an express warranty. 

■ The in tliicr in - of alcohol or il- 
legal drugs and the misuse or al- 
teration of a product would be 
factors in determining liability 

■ Punitive damages could be 
awarded if "clear- and convincing 
evidence'" pl ows that harm w;is 
caused by a defendant s "con- 
bcIousl, flagrant inference to the 

safety of others " Such damages 
would be limited to two times 
eom]>cnsatory damages or 
$250,(XK), whichever is greater. 
■ Defendants would he liable* for noueconomie damages 
only in direct pn>|M>rtion to each defendant V responsibility 
for the claimant's harm. 

rV(Kluct-liability reform enjoys bipartisan supjKirl in 
( ongress. The [ending legislation surely qualifies as the 
"reasonable" approach that the president has pledged to 
>up|>orL 

There is no reason why he should continue to stand in 
the way of changes to a system that supposedly benefits 
victims of product-related usuries but is itself the cause of 
serious injury to the economy to U.S. competitiveness 
abroad, to the consuming public, and to the sense of fair- 
ness on w hich the nation prides itself ffi 




Simplify 
your benefit 
needs with our 
combination 
of services, 



What's the simplest way to protect 
your employees, your business 
and yourself? 

Get The Principal Edge, a combina- 
tion of executive benefits and busi- 
ness insurance solutions provided 
by The Principal. 

Our life, disability and retirement 
solutions offer flexibility, cost- 
efficiency and tax advantages. Our 
executive benefits can help you attract 
the quality employees your company 
needs. While our retirement benefits can 
help you keep them. 

We even offer continuation plans that keep your 
business running through life's unexpected events. 

But most important of all, we make administering 
your benefits program as easy as possible. One 
administrator keeps you informed of plan values and 
benefits, and assists with tax issues and accounting. 
You receive one billing statement for all plan members and 
one consolidated annual report listing all plan participants. 
It's as simple as that. 

No wonder The Principal has a proven track record for smooth, 
trouble-free plan services. That's The Principal Edge. 

To learn more about The Principal Financial Group and its products 
and services, visit our Internet home page at http://www.principaLcom 
orcaJI 1-800-986-EDGE (3343). 



the: 




^ Financial 
Group 

Life, Health, Dental and Disability Insurance • Annuities • Mutual Funds 
401 (k ) • Securities • HMO/PPO • Home Mortgages 

t9%PT,napa!M^ *^ ClS ^7^^^ 

Managed health car* ihrougfi Principal HeaKhCaF* Inc (not available in all slate*) Home mofl gages available ihrougn Principal Re*dent.a( Mortgage Inc. 



If Your Business Card Isn't 
Everywhere You Want To Be, Maybe You Should 
Send It Back To The Drawing Board. 



y 

Jo" 



Lou don't have to be the hottest architects in the Big Easy to recognize the func- 
tional design o( the Visa" Business car J. Ol c-nir^, Gerry and Ray might: bed to differ, 
Ray relies on it because its accepted everywhere he needs to do business (15 million 
place s worldwide, millions more than American Hxpress). >o he never comes up short 
entertaining clients out of town or down the street at hi? favorite jazz Gerrv likes 
Visa Business because lie can use it to £vi cash at A I Ms just about everywhere (over 
lOO.O(K) I nations), so he can mate a Louisiana purchase anywhere be needs to* For 
the control to run your business the way you want to r get the Visa Business card. Call 
1-cMXWISA 311 ert9Q, or visit our Small Busincti Suite at www.visa.com/smallhiz' 



Its The Control You Want. 
Its The Edge You Need. 



\ ISA 111 SIM SS ( Akl I 




It s Everywhere You Want To Be: 



